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with efficient mechanization 


of your accounting 


for just $17.41 a month 


Time and again, in situations like yours, a 
Burroughs Sensimatic has tripled the volume 
and variety of accounting work an operator can 
ordinarily do. Your own bookkeeper, teamed 
with a Sensimatic, can give you the complete 
records you need—up-to-the-minute, depend- 
able records of each phase of your business. 

All this results from the Sensimatic’s exclusive 
sensing panel . . . tailored to speed any combi- 
nation of accounting jobs you require. To 
change from job to job, just turn a knob! 


\ 


When your system or requirements change, 
just change sensing panels, not the machine; 
it’s as simple as that! 

You'll find it very easy to apply complete 
Sensimatic accounting to your business . . . and 
for just $17.41* a month! Call the nearest 
Burroughs branch listed in the yellow pages of 
your telephone directory or write Burroughs 
Corporation, Detroit 32, Michigan. 


*Using average depreciation rates 








ONE SENSIMATIC COST RECORDS « 


INVENTORY CONTROL ¢ 


ACCOUNTS RECEIVABLE 


ACCOUNTS PAYABLE « GOVERNMENTAL REPORTS ¢ PAYROLL 


handles all these jobs : 





Burroughs 


®, & & 
ensimatic 


Accounting Machines 


Wherever there’s business there’s 


Burroughs 








How IAS traiming 


meets individual needs 





Each IAS training program is ‘“‘tailored to fit’’ the 
needs of the individual. This is accomplished through 
the IAS elective plan embracing 250 comprehensive 
study assignments, covering a wide range of account- 
ing and management subjects. 

e After general accounting principles have been mas- 
tered, each IAS Diploma Course student selects from 
14 electives those leading to his specific training ob- 
jective. The electives currently available (with the num- 
ber of comprehensive study assignments indicated) are: 


Basic Auditing (10) 

Public Auditing (20) 
Internal Auditing (20) 
Basic Cost Accounting (10) 
Advanced Cost Accounting (20) 
Corporation Accounting (10) 
Financial Analysis (10) 
Business Statistics (10) 
Management Control (20) 
Economics (10) 

Office Management (30) 
Accounting Law (10) 
Federal Income Tax (10) 
CPA Coaching (20) 


® With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 





mediately and can then broaden his knowledge of 
accounting and management through study of addi- 
The school’s 24-page catalogue, tional electives. ‘~ 
1954 edition, is available free 
upon request. Address your card 


or letter to the Secretary, IAS.... INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Carrespondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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Letterhead and Envelope 


paper COSTS 
LESS than the 
POSTAGE 


Even if your correspondence is entrusted to the 
highest quality, most impressive paper obtain- 
able, the paper cost of your letterhead and 
envelope is but / of the postage. 


You could easily reduce this fraction. You 
could substitute inferior papers, cheapen your 


correspondence. But could you afford to? 


Fortunately, you don't have to take the risk. 
Without eppreciably affecting costs, you can 
use L. L. BROWN rag-content papers. They 
will insure permanence in your important 
documents — utmost durability in your records 
— outstanding appearance for your corre- 


spondence. 


Your regular supplier knows L. L. BROWN 
papers thoroughly. He will gladly help you 
select the ones best suited to your particular 


FREE 


booklet, “How to Get 
Greater Service and 
Value from Your Rec- 
ords and Letters”. It is 
a reliable and help- 
ful guide to selecting 
the right paper for 
each of your needs — 
recording or corre- 
spondence. 


L. L. BROWN 
a LETTER & RECORD 
PAPERS 


“SO MUCH EXTRA VALUE FOR 


SO LITTLE EXTRA COST” 
Since 1849 


needs. 


























r 
L. L. Brown Paper Co, 
Adams, Mass. 

Please send me FREE copy of "How to Get Greater 
Service and Value from Your Records and Letters" 


Name 
Title. 
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CASH REGISTERS. Nationals are used in ticket 
offices and on dining cars to speed service, provide 
valuable control and information. 


ADDING MACHINES. Nationals provide an ex- 
clusive combination of features that handle general 
figure work with minimum time and effort. 


ote 


“Constantly improved mechanization is the 
key to good railroad operation. Even our 
accounting and statistics must run ‘on 
schedule.’ National Accounting Machines 
sharply reduce our cost of Payroll Account- 
ing, Check and Voucher Writing, Accounts 
Receivable, Disbursement Analysis, and 
numerous other accounting jobs. 

“We also use National Cash Registers in 
ticket offices and dining cars for control and 





ACCOUNTING MACHINES. National’s exclusive do automatically operators cannot do wrong. 


combination of automatic features does up to 24 + Operator training is simplified, and operators 
of the work automatically—and what machines are happier because their work is made easier. 


“ Walionals save us $359,000 a year 


..-repay their cost every 10 months!” 


— THE BALTIMORE & OHIO RAILROAD COMPANY 


“ America’s First Railroad” 














eee 
public service; and use National Adding No matter what the size or type of 
Machines for general figure work. your business, National machines 
. . * thnaitin Se pay for themselves out of the 
Our investment in Nationals is $: 02,296, money they save, then continue sav- 
and we estimate the resulting annual savings ings as handsome annual profit. 
in expense is $359,000. Thus the machines 
return about 100% on the investment every 


10 months.” i, ; ; 
Tg ea a ACCOUNTING MACHINES 


CASH REGISTERS ® ADDING MACHINES ° 


*TRADE MARK REG. U.S. PAT. OFF 


Vice-President, Finance and Accounting 


THE NATIONAL CASH REGISTER COMPANY, payvron 9, on10 





REPRINTS OF “COMPUTERS IN BUSINESS” 


Editors, THE CONTROLLER: 

Enclosed is a complimentary copy of the 
January 1954 issue of Scientific American 
which I am sending because I believe you 
will be particularly interested in the ar- 
ticle, “Computers in Business,” by Law- 
rence P. Lessing on page 21. 

In his article, Mr. Lessing discusses the 
application of big electronic “brains” to 
solve problems of business and manage- 
ment. 

The experience of the past eight years, 
Mr. Lessing writes, demonstrates that: 

“The new machines promise not merely 
clerical savings but higher managerial effi- 
ciency. Because of their lag in compiling 
needed statistics, industries have been forced 
to fly blind for varying periods. As more 


high-speed computers permeate commerce, 
operations will react more swiftly to actual 
conditions. Inventories and production will 
lose their tendency to pile up disruptively, 
decisions will be made on fuller knowledge. 
This knowledge must eventually yield a 
new type of national economy. 

“The slowness of development of these 
programs is cushioning the big computers’ 
social impact. Eventually a machine of this 
kind takes over the routine work of hun- 
dreds of clerical workers. The automatic 
factory, a more difficult problem, is some 
distance away. But in paperwork, the com- 
puters will soon make possible a new level 
of speed and flexibility in the whole econ- 
omy.” 


It occurs to me that this article may be 
of particular interest to the members of 
Controllers Institute of America. We have 





Iv's all these reasons . . 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 


documents for you . . 


. and more . . . that makes ‘‘Printed by 


. Registration Statements, Prospectuses, Annual 


Reports, Proxy Statements and many others. 
We're available “Wight ¢> Day’’ and offer our long “‘Experience’’ 
to give you “‘Personalized Service’? with your printing needs . . . fast ! ! 


Pandick Press, ne 


Established 1923 


22 THAMES ST., NEW YORK 
WOrth 4-2900 NY 1-3167 


71 CLINTON ST., NEWARK, WN. J. 
MArket 3-4994 





a limited number of reprints of Mr. Les- 
sing’s article still available which we will 
be happy to send to those who request 
them. 


STEPHEN M. FISCHER 
Assistant to the Publisher 
Scientific American 

2 West 45th Street 

New York 36, N. Y. 


GOVERNMENT ACCOUNTING 
AND BUSINESS ACCOUNTING 


Editors, THE CONTROLLER: 


When, oh, when, will controllers take 
the lead in seeing that the United States 
Government gets the same finger tip ac- 
counting control expected of American 
business organizations ? 


MarRK HowE 
New York, N. Y. 


P'S. Mr. Howe attached to his letter an 
early November news report from Wash- 
ington, D. C. which follows below. 


Defense Department accounting systems 
are “wholly inadequate and unworkable” 
former Defense Secretary Robert A. Lovett 
told a Senate Armed Services subcommittee 
today. 

Senator Ralph E. Flanders (R.—Vt.) in 
opening hearings on methods to control mil- 
itary costs, charged that the Defense De- 
partment is “wasting money” and flouting 
the will of Congress by failing to set up 
“sound” bookkeeping practices. 

Lovett said one of the major problems in 
controlling costs is the inability of the Sec- 
retary’s office to get the facts from the serv- 
ices on inventory and spending estimates. 
Lovett cited an Air Force estimate in 1951 
that it would use $210 million worth of 
uniforms a year. Actually, only $60 million 
was needed. Better bookkeeping systems, 
Lovett said would have made the first esti- 
mate more realistic. 

Lovett said each military service should 
have an assistant secretary for financial 
management (who should be a civilian) 
with a deputy acting as controller. 

Military men should not be barred from 
the controller’s job Lovett said, but they 
should report only to the financial secretary 
and not to the military chiefs of staff. 

Differing on this point was Ferdinand 
Eberstadt, New York investment banker 
and onetime Defense Department official, 
who helped write the Military Unification 
Act. Eberstadt said controllers in each serv- 
ice should be civilians with no military 
fiscal experience. 


DOCTORAL CANDIDATE 


Editors, THE CONTROLLER: 

In October 1949 you published the arti- 
cle ‘“Inter-Relationship of Variations from 
Budget and from Standard Cost,” written 
by Othel D. Westfall, associate professor 
of Accounting, Oklahoma University, in 
THE CONTROLLER. 

Mr. Westfall is a doctoral candidate at 
the present time at the University of Texas 
and, as I am one of the contributing editors 
for the Journal of Business Education, 1 
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REYNOLDS & REYNOLDS PRECISION MADE 


ACCOUNTING MACHINE FORMS 


»» ASSURE YOU OF MAXIMUM 


-REYNOLDS& REYNOLDS 
Company 


BUSINESS FORMS SINCE 1866 


eee OA FORO: Ne, 


SALES OFFICES IN MOST PRINCIPAL CITIES 





ACCOUNTING MACHINE EFFICIENCY! 


PERFECT REGISTRATION GUARANTEED...Reynolds & Reynolds 
highly skilled specialists assure you of precision made accounting ma- 
chine forms. 

QUALITY FORMS AT LOW COST... mass production and an exclusive 
mew process make Reynolds & Reynolds the leader in accounting 
machine forms production. This know how and efficiency, gained 
through years of experience, saves you money. 

PROMPT DELIVERY . 
handling guarantees prompt delivery of custom made forms. A large, 
complete stock of standard forms is always ready for immediate delivery. 
COMPLETE SOURCE OF SUPPLY .. . Reynolds & Reynolds can furnish 
binders, indexes, carbon paper, filing trays, stands and your other print- 
ing requirements. 


. special high speed presses and systematic 


Reynolds & Reynolds is 
headquarters for all Accounting 
Machine Forms! 


The Reynolds & Reynolds Co. 
800 Germantown St. 

Dayton 7, Ohio 
Please send me ¢ 
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tion on Reynolds & Reynolds 





Make of Machine Model 
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by John A. Beckett 


by Adrian M. McDonough 


by Wilson T. Seney 





would like your permission to republish 
his article in the Journal. Mr. Westfall 
would like to have his article published in 
the Journal and asked that I write you for 
permission to republish it. 


FABORN ETIER 
Associate Professor of 
Secretarial Studies 
University of Texas 

Austin, Texas 


Permission to reprint granted. 
- -] he Editors 


AUDIT STORY INTERESTING 


Editors, THE CONTROLLER: 

I felt you would be interested to know 
that the day the January issue of THE 
CONTROLLER reached my desk I had one 
telephone call, a letter and a telegram re- 
garding the material concerning the Port 
Authority which was mentioned in “Scan- 
ning the Scene’’ (page 9 of the January 
issue ). 

There were other indications of interest 
and at this writing, approximately one 
month after the issue reached me, there 
have been 51 requests for copies of the 
Port Authority's material on “Telling the 
Audit Story to Employes.” 

C. J. KUSHELL, JR. 

Director of Finance 

The Port of New York Authorit) 
111 Eighth Avenue 

New York 11, N. Y. 
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Forthcoming Seatures 


IN THE CONTROLLER 


¥&e PREPARING FOR TIMES OF ECONOMY 


3% MUTE SYSTEM AND REPORTING SYSTEM ANALYSIS 
IN AN ACCOUNTING DEPARTMENT 


te PROFIT PLANNING FOR THE OPERATING MAN 














SALES FORECASTING 


Editors, THE CONTROLLER: 

Can you give me any sources of informa- 
tion on sales forecasting ? 
CF. 


Controllership Foundation, Inc., research 
arm of Controllers Institute, has reprinted its 
previously published survey of business 
practices and methods of forecasting gen- 
eral business conditions. Entitled “Business 
Forecasting,” this survey covers case studies 
of 13 companies. $5.00 ($2.00 to members 
of Controllers Institute). 

Other publications in this field include 
“Business Forecasting” by Frank D. New- 
bury, published by McGraw-Hill Book Com- 
pany, New York; “Forecasting for Profit” 
by Wilson Wright, published by John Wiley 
& Sons, Inc., New York (1947) and “Sales 
Control by Quantitative Methods’ by R. 
Parker Eastwood, Columbia University 
Press, New York (1940). 

—The Editors 


THE CONTROLLER GETS AROUND 


Editors, THE CONTROLLER: 

Due to restrictions, of which you must 
be aware, it is very difficult to obtain copies 
of THE CONTROLLER. By an unlucky 
chance I missed the September copy of the 
journal. 

I now notice from the British Cost Ac- 
countant that there was an article in the 
September issue in which I am extremely 
interested—James L. Peirce’s article, ““Con- 
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trollership and Accounting: A Contrast.’ 
So I badly need a copy of the September 
issue. 

My job in life—in various backwoods 
of Africa—is to try to instil into a 
variety of peculiar organisations the germs 
of scientific management. At the moment |} 
am up against what another of your con- 
tributors would term a herd of “‘sacred 
cows” ; I am trying to break down the pure 
accounting system of an organisation to 
install adequate economic control of the 
organisation in its place. 

Reverting to the open paragraph of this 
letter, I regret I cannot send a covering 
remittance for the cost of the journal and 
the postage involved and therefore throw 
myself on your generosity as regards the 
expense. Actually a reprint of the article 
would be quite satisfactory if you have one 
E. A. FYNE 
Industrial Consultant 
P. O. Box 310 
Chingola, Northern Rhodesia 
British South Africa 


DO YOU HAVE A 
PROFIT-SHARING PLAN? 


Editors, THE CONTROLLER: 

I was very much interested in Mr. John 
Suhren’s letter published on the “Corre 
spondence” page of THE CONTROLLER 
We, too, would like to know the experi 
ence of those who have had a profit-shar 
ing plan for a long period of years. 

I agree with Mr. Suhren that if we could 
get a number of controllers who have had 
such experience to give the benefit of their 
experience, it would be information that 
would be useful to quite a number of the 
members of Controllers Institute. 
RICHARD H. CHILDERS 
Treasurer 
Moore-Handley Hardware Company, Inc 
Birmingham, Alabama 
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® TAXES 

All-State Sales Tax Reports 

Canadian Tax Reports 

Capital Changes Reports (Sinclair-Murray) 
Code and Regulations (Federal) 
Dominion Tax Cases 

Federal Tax Course 

Federal Tax Guide Reports 
Inheritance, Estate & Gift Tax Reports 
Payroll Tax Guide 

Standard Federal Tax Reports 

State Tax Cases Reports 

State Tax Guide 

State Tax Reports (in 49 Units) 

Tax Court Reports 

@ BANKING 

Federal Banking Law Reports 

Stock Transfer Guide 

Trust & Estate Law Reports 


@ SECURITIES 

Blue Sky Law Reports 

Federal Securities Law Reports 

@® INSURANCE 

Business & Estate Insurance Reports 
Canadian Insurance Law Reports 
Insurance Law Reports 

Workmen’s Compensation Law Reports 
@ LABOR 

Canadian Labour Law Reports 
Labor Law Course 

Labor Law Guide—Federal 

Labor Law Reports 

@ SOCIAL SECURITY 
Railroad Retirement Reports 
Unemployment Insurance Reports 

@ BUSINESS 

Accountancy Law Reports 

Aviation. Law Reports 

Bankruptcy Law Reports 
Conditional Sale—Chattel Mortgage Reports 
Dominion Companies Law Reports 
Dominion Reports Service 

Federal Carriers Reports 

Food Drug Cosmetic Law Reports 
Government Contracts Reports 
Legal Periodical Digest 

Liquor Control Law Reports 

New York Corporation Law Reports 
Pension Plan Guide 

State Motor Carrier Guide 

Trade Regulation Reports 

U S. Supreme Court Bulletin 
Utilities Law Reports 

@ LEGISLATION 

Advance Session Laws 
Congressional Index 

Congressional Legislative Reporting 











= 


~ 


N. MATTER what your interests, no matter what your responsi- 
bilities may be, if they concern taxation and business law, you will 
find them well served, effectively and continuingly, by one or more 
of the great family of CCH TOPICAL LAW REPORTS. 


Hour after hour, and day after day, telegraph, telephone, tele- 
type, and fast mail pour a steady stream of new laws, amendments, 
regulations, rulings, decisions, and the like, into the editorial offices 


of Commerce Clearing House. 


Hour by hour, day after day, this vital news, this important 
factual information, transformed into efficient working tools,is rushed 
into the hands of subscribers all over the country through pertinent 
issues of the more than one hundred fifty CCH Reports. 


Thus, Commerce Clearing House Topical Law Reports, by con- 
sistently meeting specific business and professional needs every- 
where, have established a recognized symbol. For everywhere now 
the initials “CCH” mean speed, dependability, and completeness. 


Write for details of reporting in your field. 


| 
iE | 


COMMERCE, CLEARING, House, In C.. 


NAW ANC... 


PUBLISHERS OF TOPICAL LAW REPORTS 








CHICAGO 1 WASHINGTON 4 


New YORK 36 
214 N. MICHIGAN AVE. I 4 as E STrReer. N. W. 


522 FirtH Ave. 




















exclusive figuring “automation makes MONROE 
the world’s finest fully automatic calculator! 


The Monro-Matic is the fully automatic calculator so responsive that anybody simply sets the problem. 


Then it answers swiftly and automatically, without chance of error. That's Monroe figuring automation 


in which the machine receives the problem and never stops or needs attention in giving its instantaneous 


answer! Monroe Calculating Machine Company, Inc., Orange, N. J. Sales and Service everywhere. 


Operators who know. . . prefer M O N RO E Calculating, Adding, Accounting Machines 
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Pensions, Productivity and Stability 

Given a parallel boost in productivity of machinery and 
labor, the adoption of pension plans by business and other 
institutions can be a powerful force in stabilizing the Amer- 
ican economy. Without that boost, however, Dr. Marcus 
Nadler, consultant economist of Hanover Bank and pro- 
fessor of finance at New York University, recently told the 
convention of the National Association of Bank Auditors 
and Comptrollers that this growth of pension plans could 
then lead to a lower standard of living. 

Pensions represent, he pointed out, a fixed income. As 
the number of pensioners grows, the number of people in- 
terested in maintaining the stability of the purchasing power 
of the dollar will grow. 

The pensioner, he stated, will be willing to join others 
who live on a fixed income to fight inflationary schemes 
that may be proposed, thereby contributing to economic 
stability. In addition, the widespread adoption of pensions, 
has added to the growth of institutional savings which as- 
sure, as Dr. Nadler sees it, a steady flow of capital to Amer- 
ican business. 

Commenting on the social and political consequences of 
pension plans, Dr. Nadler warned that, unless measures 
are taken to divert the energies of the expanding number 
of persons over sixty-five, serious problems will be created. 
This question of retraining and of educating pensioners in 
the effective use of their leisure is a great concern of society, 
he asserted. 


Higher Education’s Share of Corporate Giving 

Colleges and universities received about $30 million of 
the total of $300 million given by corporations to educa- 
tional, scientific and welfare organizations during 1952. 
The total tax-exempt corporate giving of $300 million rep- 
resented less than 34 of 1% of taxable income, according to 
a recent estimate by the Council for Financial Aid to Edu- 
cation, of which Dr. Wilson M. Compton is president. 

Small companies, according to the Council, gave 1.3¢ out 
of each dollar of net income; medium-sized corporations 
contributed .8¢; and large corporations gave less than .5¢ on 
each dollar of taxable income. 

It is pointed out that if contributions by medium-sized 
and large corporations were raised to 1.3¢ out of each dol- 
lar of net income, their total corporate giving would be in- 
creased by 100%. The immediate needs of private colleges 
and universities, it is emphasized, could be met by $150 mil- 
lion. 

The job of the Council for Financial Aid to Education 


(6 East 45th Street, New York) is to encourage increased 
contributions by corporations, ‘‘the single great potential 
source which has not yet been mobilized in behalf of higher 
education.” 

Irving S. Olds is chairman of the Board of Directors of 
the Council, which was organized by leading business men 
and educators as an information and advisory agency on the 
financial needs of higher education. 

Business firms may request aid from the Council in de- 
veloping plans for corporate giving to colleges and univer- 
sities, in establishing corporate foundations, and in evaluat- 
ing appeals for funds. The Council does not, however, solicit 
contributions or distribute grants. 


Better Reading 

Supplementing our observations in the February issue of 
THE CONTROLLER (“Can You Read,” page 57), we noted 
with interest the report of statistics developed by the Foun- 
dation for Better Reading, Chicago, which indicated that 
the average American business executive comprehends less 
than 75% of the 263 words per minute which he reads. 

The reading rate and comprehensive ability of 2,000 top- 
level executives, from i00 leading business and industrial 
firms, was tested. For those seeking a small measure of con- 
solation, let it be noted that 40 company presidents were in- 
cluded in the study. 

The survey director was reported as declaring that “the 
average business executive's reading speed of 263 words per 
minute 1s about equal to that of any normal sixth-grade 
student.” 

It was pointed out that since the mechanics of reading are 
based on habit rather than intelligence, modern techniques 
for reading improvement can be helpful. For example, the 
2,000 executives in the study revealed an increase in com- 
prehension of 10% and an average increase in reading speed 
of 119% after undergoing training in reading. 


A Guide to Automation 

Discussing ‘automation’ before a recent meeting of the 
American Management Association, Leonard J. Bishop, vice 
president of Mechanical Handling Systems, Inc., Detroit, 
declared that a simple guide for all manufacturers consider- 
ing automatic equipment could be this: Any handling that 
does not add value to the product should be mechanical 
since it is uneconomical to underwrite labor costs for jobs 
that can not be included in the price of a product. 

These views on automation hold particular interest for us 
because of the recent release by Controllership Foundation, 
the research arm of Controllers Institute, of a digest of the 
recently published book by John Diebold bearing the title, 
“Automation.” 

Mr. Bishop said that automation eliminates much down- 
time of productive facilities, the creeping paralysis of ab- 
senteeism, and also results in higher worker-productivity as 
well as less spoilage of work in process. He emphasized that 
both the small and the large plant can develop cost savings 
from higher productivity, better quality and lower labor 
costs by the use of automatic equipment.—PAUL HAASE 
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WITH THE NEW, FULLY AUTOMATIC, REMINGTON RAND PRINTING CALCULATOR 


This new, performance-packed printing calculator mul- 
tiplies, divides, adds and subtracts amounts up to ten 
trillion. It prints and proves every calculation on the 
tape. It is the first fully automatic printing calculator 
with all these features: 

Simpla-tape... printed proof in black and red with all 
the essential elements, no superfluous figures. 
Automatic multiplication... fully automatic short-cut 
multiplication with push-button ease. 

Automatic division ...one key to all your answers. 
Automatic credit balances. .. minus totals distinctively 
signalled as credit balances. 

10-key touch addition and subtraction ,..effortless 
speed through simplified touch operation. 


Constant key... Remington Rand’s exclusive multipli- 
cation “memory” feature. 

Automatic total control...for individual or accumu- 
lative totals, automatically. 

Two-color ribbon... totals, subtotals and credit bal- 
ances printed in standout red. 


FREE! Ask your Remington Rand Repre- 
sentative for an eye-opening demonstra- 

wa tion, or send for your copy of this “show 
how” folder. Write Remington Rand, 
Room 1869 today. Ask for C669. 


. 
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Improving Controllership 
Through Probability Statistics 


Howard M. Daniels 


THE PROBLEM: How can guesswork in 
decision-making be effectively reduced? 


UPPOSE, FOR EXAMPLE, that a repre- 
s sentative of the controllet’s office tests 
the physical count of an inventory of 1,200 
items by counting 90 of the items him- 
self. He finds that the count of three of 
those 90 items contains significant errors. 
What should he conclude as to the accuracy 
of the count of the remaining 1,110 items ? 
He must make a decision. It should not 
be a guess, if a guess can be avoided. 
Should he continue test-checking? If so, 
how far? Probability statistics provides an 
objective answer. Probability statistics ef- 
fectively reduces guesswork in decision- 
making. In this case, the controller's rep- 
resentative should increase the test-check 
to 303 items without finding another error 
if he is to make the decision to accept the 
count.? 

Just how much test-checking is enough ? 
At present, the decision seems to rest on 
judgment and experience. Most men 
would likely be hard-pressed if called 
upon to justify objectively their decision 
in answer to this question. Probability 
statistics offers a helping hand. 

Moreover, suppose the point to be made 
in a lawsuit depends on a comparison of 
two sets of accounting figures. The worth 
of the figures as evidence may be upset if 
it is shown that the difference between 
the two sets could be simply the result of 
chance considering the number of cases 
selected.? 

Although a number of useful control 
devices have been developed, there is still 
too much intuition, and too little science, 
in business decision-making. The record 
shows it. Perhaps probability statistics 
should be given thoughtful consideration. 


* Vance, Lawrence L. Scientific Method for 
Auditing, University of California Press, Berke- 
ley, 1950. 

? Warriner, Philip. “How Statistical Analysis 
Can Serve Accountants.” Accounting Review, 
July 1951, p. 369. 

* Thomas, Edward J. “Operations Research— 
A Tool of Management.” N.A.C.A. Bulletin, 
December 1953, Sec. I. 


WHAT HAS PROBABILITY 
STATISTICS ACCOMPLISHED? 


Take railroading as an illustration. Set- 
tling of accounts for interline shipments 
poses a complicated accounting problem. 
If the Chesapeake & Ohio, for example, 
originates a 1, grey destined for the 
West Coast, and the shipment must be 
hauled over Union Pacific track in the 
final stages of its journey, Union Pacific 
receives payment for the entire haul from 
the ultimate receiver. At the end of each 
month, how much is due each railroad on 
each cooperative shipment must be figured 
out. Furthermore, each of the thousands 
of shipments each month has its own 
waybill. Settlement requires a complicated 
set of computations, necessarily handled 
by expert division clerks. In addition, in 
the majority of cases, settlement involves 
three or four railroads. 

In the early days of railroading, every 
waybill was looked at separately each 
month. The 1930's changed that proce- 
dure for reasons of economy. Post-World 
War II saw need for further change. The 
Chesapeake & Ohio has tried scientific 
sampling on interline shipments between 
it and the New York Central. At the same 
time, complete accounting checks were 
maintained. 

How close did the sample figure ap- 
proximate the actual dollar figure? In 


some cases the error was as little as $1 on 
$50,000. From one sample of 200 waybills 
out of 1,500, it was estimated that the 
Chesapeake & Ohio should receive $5,300. 
The 1,500 waybills indicated $5,450. In 
another case, the sample resulted in an 
estimate of $12,929; the actual amount 
was $12,959. As a result, some 30 rail- 
roads have met to discuss this scientific 
sampling—probability statistics—in inter- 
line settlements.* 

The Plomb Tool Company has used 
probability statistics in controlling over- 
time work. Illinois Bell Telephone Com- 
pany has used it in verifying clerical 
work. Other accomplishments of prob- 
ability statistics include scientific selection, 
training, and management of personnel; 
accident prevention; sales work; service- 
ability of textile fabrics; testing and 
marketing of foods, to mention only a 
few. However, little seems to have been 
done so far by controllers to take advan- 
tage of this potentially powerful method 
of reducing the guesswork in decision- 
making. Why? Perhaps the answer lies 
partly in the recentness of its develop- 
ment; partly, perhaps, also in the relative 
lack of understanding of the foundations 
of probability statistics. 


*“Business Statistics Going Ph.D.” Business 
Week, May 30, 1953, pp. 96-98. 
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UNDERLYING CONCEPTS 

The probability concept is basic. What 
is it? For the purposes here, probability 
may be defined as the proportion of times 
a specified characteristic is found to occur 
under a stipulated set of conditions. Sup- 
pose, for example, that a coin is being 
flipped, and that heads and tails are 
equally likely. What is the probability of 
heads? Without hesitation, most anyone 
would say 14, 50-50, 50%, or .50—all of 
which express the same thought. The form 
.50 is the most general because of its 
usability in computations. Of course, the 
probability of tails is also 14 or .50. It 
would seem also clear that the probability 
of a head or a tail is 1; the probability of 
neither a head nor a tail, 0. It has seen, 
therefore, that the range of probability is 
between 0 and 1. 

Again, what is the probability of draw- 
ing an ace, any ace, from a regulation 
deck of 52 cards? The specified charac- 
teristic is represented by the word “ace.” 
The stipulated set of conditions is repre- 
sented by a regulation deck of 52 thor- 
oughly mixed playing cards. There are 
four aces in a single deck of cards. The 
“proportion of times” is represented by 
the number of aces divided by the total 
number of cards—four divided by 52. P 
(meaning probability) then is 4/52, or 
1/13, or approximately .077. Does this 
mean that every 13th card drawn will be 
an ace? No. It does mean that, with a 
large number of draws, with replacement 
of each card after every drawing and thor- 
ough re-shuffling, the number of aces will 
tend to be about 1/13 (or .077) of the 
total number of cards drawn. 


















RELATED READING 
IN THE CONTROLLER 


The Frequency and Importance of 
Errors in Invoices Received 
By Robert H. Gregory 
JANUARY 1953 


Accounting Data for Control Purposes 
By John Neter 
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From these two illustrations, it can be 
readily agreed that the fundamentals of 
probability are not only logical, but make 
good common sense. It is important to 
make the correct decisions as often as 
possible. In each case, guesswork in deci- 
sion-making should be effectively reduced 
if a person knows the correct probabilities. 
A person can always expect the greatest 
ratio of success if he acts according to the 
best odds. The probabilities provide the 
odds. Although probabilities can never 
guarantee success, they act as a very im- 
portant guide. 

Now, bring the discussion of probabil- 
ity up to the level of the controller. Sup- 
pose the chief accountant says that the 
perpetual inventory record cards have not 
more than one error in 10 cards. For illus- 
trative purposes, assume that one error in 
10 cards is reasonable. The chief accountant 
says, ‘Define an error any way you like.” 
A decision is to be made as to whether or 
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not the perpetual inventory records are 
acceptable by test-checking 25 of the 
cards out of the total of 1000 perpetual 
inventory record cards. 

Suppose eight errors are discovered in 
those 25 cards. What decision? Because 
of the chief accountant’s assertion that 
there was not more than one error in 10 
cards—that is, 10% or .10 defective-— 
the test-check of the 25 cards could have 
contained 25 errors, or any number of 
errors from 0 to 25. Whether the eight 
errors discovered is significant or not can 
be determined by computing the probabil- 
ity of drawing this particular sample of 
25 from a “population” or “universe” of 
1000 that was .10 defective. 

Probability statistics indicates that a 
random sample of 25 from a population 
.10 defective will contain eight defectives 
.18% of the time, and will contain eight 
or fewer defectives 99.954% of the time. 
Because samples of 25 from populations 
10% defective will have less than eight 
defectives over 99% of the time, guess- 
work in decision-making is effectively re- 
duced. It is quite doubtful that the chief 
accountant’s assertion of one error in 10 
cards is correct. It is very likely that the 
perpetual inventory record cards are more 
than 10% in error. 

Test-checking—scientific _ test-checking 
—may be referred to as statistical sam- 
pling. In sampling, probabilities are used 
to enable a person to make a decision 
about the thing sampled without making 
the assumption that the sample gives an 
exact representation of the group from 
which it came. Only rigorous, objective 
reasoning is used. There is a risk of error 
in sampling. However, that risk can be 
calculated within very close limits. 

Is sampling really foreign? Chocolate 
fudge is sampled while it is being pre- 
pared on the stove by testing a small 
amount—not the entire batch. The sample 
is used to indicate the quality of the en- 
tire batch. And it works! What about the 
toothpick Mother used to stick into the 
cake in the oven to see if it was finished ? 
It worked, too. 

In preparing a sampling plan, it must 
be remembered that a sample may not ac- 
curately picture the whole or aggregate. 
Therefore, four standards must be de- 
termined: 


1. Percentage of errors, or less, con- 
sidered desirable. This standard is re- 
ferred to as p; (called “‘p sub-one” or 
“‘p-one’’). 

2. Percentage of errors, or more, con- 
sidered undesirable. This standard is re- 
ferred to as po. 

3. Probability of rejection where the 
percentage of errors—as a whole—is con- 
sidered desirable or satisfactory. This 
standard is referred to as a (called “‘al- 
pha’’). 

4. Probability of acceptance where the 
percentage of errors—as a whole—is con- 
sidered undesirable or unsatisfactory. This 
























standard is referred to as B (called 
“beta’’). 


Remember, a sample may not accurately 
picture the whole or aggregate, that is, 
the “universe” being sampled for which 
a decision is to be reached. Even though 
the percentage of errors, as a whole, may 
be desitite or satisfactory (the p, stand- 
ard), some of the samples will be “‘pessi- 
mistic’” causing a decision of ‘‘wndesir- 
able or unsatisfactory.” This risk, or prob- 
ability of rejection, is alpha, a. 

On the other hand, even though the 
percentage of errors, as a whole, may be 
undesirable or unsatisfactory (the py» 
standard), some of the samples will be 
“optimistic” causing a decision of “‘de- 
sirable or satisfactory.” This risk, or prob- 
ability of acceptance, is beta, £. 

Suppose a person tells a garage me- 
chanic to set the car brakes so that, at a 
specified speed, the car will stop at 20 
feet. That is the p, standard. If, at the 
brake test, the car stops at 18 feet—fine; 
if the car stops at 30 feet, the mechanic 
goes to work again. But, what if the car 
stops at 21 feet, or 22? Is that acceptable ? 
Eventually, one absolutely limiting stop- 
ping distance would be decided upon— 
P2—probably somewhere beyond the 20- 
foot p; standard. The risks or chances a 
person is willing to take of getting an 
inaccurate picture from sampling are a 
and £. 

Putting the four standards to work in 
one type of probability sampling, suppose 
a percentage of errors, or less, considered 
desirable (p;) is one-tenth of one per 
cent, that is .001. Let the percentage of 
errors, Of more, et ch undesirable 
be 3% (pe), that is .03. Make decisions 
on probability levels which permit a 5%, 
that is .05, probability of rejection where 
the percentage of errors as a whole is 
considered satisfactory; and a 10%, that 
is .10, probability of acceptance where 
the percentage of errors as a whole is 
considered wnsatisfactory. In this case, 
a would be .05, and B would te .10. The 
smallest sample, that is test-check, re- 
quired to reach the decision, “ok”, would 
be 77 items. 


WHAT ARE SOME DIFFERENT TYPES 
OF PROBABILITY SAMPLING? 


Of most interest to controllers are: 


1. Single sampling 
2. Double sampling 
3. Sequential sampling 


In single sampling, decision is made 
on the basis of a single sample from the 
“universe” under consideration. The de- 
cision is either “ok” or ‘“‘not ok”. 

In double sampling, five decisions are 
possible: 


1. “ok” if the number of errors in the 
first sample is not more than the number 
of errors computed for that first sample. 

2. In that first sample. if the number 














“Don’t check my references. 
| want to get this job on my own” 


of errors exceeds the computed number 
for the second sample, the decision is, 
“not ok’. 

3. In that first sample, if the number 
of errors found exceeds the computed 
number for the first sample, but does not 
exceed the computed number for the 
second sample, then’ a second sample 
should be taken of the computed size. 

4. If the number of errors found in the 
second sample p/us the number of errors 
found in the first sample does not ex- 
ceed the computed number for the second 
sample, the decision is, ‘“‘ok’’. 

5. If the number of errors found in 
the second sample plus those errors found 
in the first sample exceeds the computed 
number for the second sample, the de- 
cision is, “not ok’. 


In double sampling, decision may be 
reached after taking just one sample. In 
any event decision would be reached after 
taking the second sample. Double sam- 
pling provides a second chance for border- 
line cases. Double sampling also prevents 
the decision, “not ok’, where there is 
only one error, in a particular sample. 

In sequential sampling, after each stem 
is test-checked, one of three decisions is 
arrived at: “ok’’; ‘not ok’’; or ‘‘continue 
test-checking”. It is somewhat like trying 
to decide about buying a basket of straw- 
berries. A person might eat one of the 
strawberries. After eating it, the person 
could decide to buy the basket, not buy 
the basket, or remain undecided. If un- 
decided, the person could eat another 
strawberry then decide to buy, not to buy, 
or still remain undecided. The sampling 
process could continue until the decision 
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is made to buy, or not to buy. Of course, 
the decision limit—the penalty of inde 
cision—might be a stomach-ache. 

Experience has shown that sequential 
sampling offers accurate estimates almost 
invariably with smaller samples than 
either single or double sampling. If single 
sampling requires 100 items in a test- 
check, double sampling will ordinarily 
accomplish the same result with 74, and 
sequential sampling with 55.° 


APPLYING PROBABILITY STATISTICS 

Putting the previous discussion to work, 
set the following standards for the exami- 
nation of paid vouchers for the period 
under review: 


A. Y, of 1%, that is .005, or less errors 
is desirable. This is p;. 

B. 3%, that is .03, or more errors is 
undesirable. This is po. 

C. A 5% risk, that is a = .05, is taken 
of deciding “not ok” where the percent- 
age of errors, as a whole, is satisfactory. 
Expressed in another way, 95 times out 
of a 100 a person can expect not to reject 
(or say “not ok”) when the vouchers are 
“oo. 

D. A 10% risk, that is 8 =.10, is 
taken of deciding “ok” where the percent- 
age of errors, as a whole, is not satis- 
factory. Or, it may be expressed, 90 times 
out of a 100 a person can expect not to 
accept (or say “ok”) when the vouchers 
are really ‘‘not ok”. 

(Continued on page 140) 
*> Vance, Lawrence L 
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Productivity: 
An Important Function in Management 


John W. Roberts 


RODUCTIVITY MEASUREMENT is a useful 
but often neglected tool of modern 
management. When used, it measures the 
combined effect of technological changes, 
labor utilization and equipment utiliza- 
tion. When comparisons are made with 
similar activities elsewhere, or with prior 
periods, they often disclose sources of 
improvement or indicate competitive posi- 
tion. The trend of productivity should be 
a guide to the investor and a road map 
for management policy and action. 
Productivity should be of increasing 
concern to us in America because there 
has come a noticeable change in trend in 
our better managed plants and industries. 
Frankly, we have not been able to realize 
in recent years the anticipated and tradi- 
tional improvements in productivity that 
have fully justified the huge expenditures 
made for facilities and equipment. This 
seriously affects our prior concepts, our 
planning, our policies and our action. 
As consultants, we have dealt profes- 
sionally with the subject of productivity 
for some 37 years and have had an op- 
portunity to observe and study many for- 
mal and informal organizational plans. 
Some of these were multicolor prints and 
prominently displayed in the office of the 
chief executive; others were of the plain 
black and white variety and also con- 
venient for observation. There were others 
that were strictly mental patterns and you 


needed conversation to grasp the basic ap- 
proach and the philosophy of manage- 
ment which was used under these circum- 
stances. Usually the plans were accom- 
panied by detailed descriptions showing 
the functions, line of responsibility, the 
basis for the evaluation of performance, 
and other important aspects of the job or 
occupation. In observing and studying 
these many plans, I have yet to find one 
that sets out a real important function of 
management—that is productivity—in its 
proper place in the organization lineup. 
It would seem prudent in light of the 
important place which productivity has 
always occupied in our economy for some- 
one to have created a responsible new job 
reporting directly to the president, such 
as vice president in charge of productivity. 
What a job that would be! What an op- 
portunity! What a challenge! 

I can imagine the individual, shortly 
after having this type of appointment 
dumped in his lap, sitting in some quiet 
spot wondering how to attack and ap- 
proach the project. And it would require 
some deep thought. His thinking would 
probably be along these lines: 


1. Just what is productivity anyway? 

2. What has been the trend of our ac- 
tual experience? What should be 
our maximum expectations ? 

3. What can be done without great 
capital expenditures, and with capi- 


JOHN W. ROBERTS, vice president of Albert Ramond 
and Associates, Inc., New York, is a graduate engineer from 
the University of Wisconsin. He has made a particular study 
of worker productivity under today’s labor conditions in 
a great number of our largest industrial companies and 
has pioneered many present-day techniques used in arbi- 
tration, wage administration, worker extra compensation 
practices and management training. This talk was given 
at the Metals Manufacturing Industry Conference of the 
1953 Annual Meeting of Controllers Institute of America. 
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tal expenditures to improve our 
productivity? 

. How can 1 wrap up the package so 
the attitude of our employes will be 
enthusiastic about accepting techno- 
logical changes that increase produc- 
tivity? How can we conduct our ne- 

otiations so that channels will be 
eps open for technological improve- 
ments and the resulting benefits that 
will accrue from this source? 

. What are the benefits of improved 
productivity? How, and to whom, 
should these benefits be distributed? 


There are probably a hundred other 
questions he would ask, but let us con- 
sider for a few moments the above: they 
are provocative and controversial. 


WHAT IS PRODUCTIVITY? 

The dictionary defines productivity as 
the quality of being productive, so you can 
see we aren’t going to get much from that. 
Most executives view it as “the equivalent 
production per man-hour from the exist- 
ing facilities and equipment.” Other man- 
agements view it as “the standard man- 
hours of work produced per actual man- 
hour worked,” but this appears to me as 
being an index of labor utilization rather 
than of productivity. 

Some years ago I proposed the follow- 
ing formula to a company that had a wide 
mixture of products and wanted to get a 
fairly reliable index of its productivity 
from year to year. 


Productivity Index = Production 
< Mix Factor 
X Labor Utilization 
X Equipment Utilization 
< Tech logical Develop + 
Ratio 
Cust Accept 


+ Man Hours for the Period Selected 


PX MF X LU X EU X TDR X CAF 
Man Hrs. 





Factor 





Pi = 


This, you can see, gets quite complicated 
and is an apt subject for study in each in- 
dividual company. 

Several things are certain however. One 
is that we need a good, simple, and under- 
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EXHIBIT A 
PRODUCTIVITY—LABOR UTILIZATION AND WAGES 





Labor 


Productivity ; 
Utilization 


Tons Shipped 
in % 
(Actual) 


Per 1000 | 
Man Hours 


Average 
Man 
Hours 


Equipment 


Utilization Wages 





in % Base Labor Per 
(Estimated) Per Hour Tons Shipped 





1 2 


4 








81 
88 
93 
98 
102 
100 
102 


41 
48 
53 
58 


103 
102 
100 
102 
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SUMMARY 





20 Years 
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Item 
1933-1952 
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240% 
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296% 
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standable definition of productivity. Sec- 
ondly, we know definitely that when man- 
agement does not have the ability, or when 
it does not have the opportunity to man- 
age, that productivity consistently fails to 
improve from year to year in line with the 
anticipated pattern. This is a costly pro- 
cedure and, accordingly, taking the neces- 
sary steps to insure increasing productivity 
is a definite and important function of 
management. 

For the purpose of our discussion let 
us assume that productivity is the equiva- 
lent production per man-hour worked. 


WHAT IS THE PRODUCTIVITY TREND? 


Economists have estimated that the 
traditional increase in productivity in 
American industry will vary between a 
3% and 5% increase per year. This amaz- 
ing record has been the result of several 
interesting factors, not the least of which 
has been the willingness of stockholders 
and Boards of Directors to let those who 
are in charge of management do the man- 
aging. Contrast this with the usual man- 


agement of European companies where 
a Board of Directors takes the responsi- 
bility for management, and you see why 
our productivity has advanced much more 
rapidly than it has on the other side of 
the Atlantic. Another reason has been 
the willingness of the American investor 
to plow the profits back into the business, 
using it for new equipment, research, bet- 
ter working conditions and the myriad of 
things that make for expanded produc- 
tion and lower costs. It has been estimated 
that at the start of the year 1946 the capi- 
tal plant investment in the United States 
was approximately $150 billion. It has 
been further estimated that, between the 
period of 1946 and through the period 
of 1953, $175 billion will be expended 
for capital plant expansion. This added 
expenditure you can readily see is greater 
than the entire value of only eight years 
ago. It is certainly indicative of the will- 
ingness of investors to plow the profits 
and their money back into expanded fa- 
cilities. Because capital expenditures 
greatly influence the rate of productivity 
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increase, these investors had a right to 
expect a greater-than-normal increase in 
the average productivity trend. Estimates 
were made indicating that productivity 
would increase, as the result of these ex- 
penditures, between 40% and 50% dur- 
ing this eight-year period. Reliable esti- 
mates now place the actual increase at 
less than half of this amount. 

In casting about for a good example 
of this type of trend, I thought it would 
be well to take a modern up-to-date plant 
in the metal-producing industry, which 
had good management, where profits had 
been put back into the business, where 
every modern tool and control we know 
of had been used to increase productivity 
and to reduce operating costs over an ex- 
tended period of time. It was also neces- 
sary that the mix of production be reasen- 
ably constant over this same period, and 
that the attitude of hourly paid and sala- 
ried employes be cooperative and good in 
accepting the technological developments. 

Accordingly, a visit was paid to a client 
of our company whose background and 
activity seemed to fit the above provisions. 
A review of the figures and charts which 
were compiled, as a result of this visit, is 
extremely interesting. These are amazing 
figures and are probably quite representa- 
tive of many well-managed plants. 

The attached compilation, Exhibit A, 
and the chart, Exhibit B, show the pro- 
ductivity, labor utilization, and accom- 
panying wage relationship for a period 
of 20 years, extending from 1933 through 
1952. 

This company measures productivity 
in terms of tons produced per 1000 man- 
hours, and you will note that the increase 
has been 240% in this span of time. This 
is an average increase of 12% per year 
over the original figure or an average in- 
crease of 6% to 7% from one year to an- 
other. You will also note in the summary 
that the trend of increase in recent years 
has become alarmingly low, and for the 
last year shown was only 1% over the pre- 
vious year. Over this span of time there 
was a substantial increase in the assets per 
employe for equipment expenditures and 
for research to make this increase in pro- 
ductivity possible. 

During this same 20-year period labor 
utilization increased a total of 23% (1% 
08 year). In recent years the trend has 

een slightly downward and below the 
higher figures that were realized in the 
early 40's. This we find to be a fairly 
normal trend in well-managed industry, 
due primarily to the heavy influx of new 
employes during the tight labor market 
of recent years and concessions made dur- 
ing recent collective bargaining negotia- 
tions. 

The figures on equipment utilization, 
which were estimated, indicate that the 
increase over the 20-year span has been 
very small and practically static for the 
past 10 years. In practically all instances, 
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output from this same e uipment has been EXHIBIT C 
substantially increased d 


zation of the resulting equipment pro- ,. 
vided has remained constant and at a ae me 
; Se aed ese Rate 
very high level, indicating a fine attitude (Ave. all Hourly Paid 
on the part of all employes in accepting Rtlea’ 
revolutionary technological changes. iscatiiy Selina 
Regarding wages, we have shown the the a Hourly Paid 
labor rate that has been paid since 1933, Employes) 
and it is quite representative of the over- Shift Differential 
all average increase that has taken place Overtime 
in this company. The increase has been Holidays 
more than the increase in productivity, Vacation 
and amounts to 296%—15% average per Christmas 
year over 1933. You will also note that the Total Taxable Income . . 
increase in wages has remained quite  pyjnoe 
steady and in line with the productivity in- Citeitein 
crease, while equipment and labor utiliza- iiiaiien 
tion remained static. Unemployment 
To show how important it is that we Fed. Old Age Benefits .. 
keep productivity at the highest possible Workmen's Compensa- 
level, let me acquaint you with the actual 
expense per employe hour (hourly paid Total Fringes 
only) in this same company. At the pres- Veddl Cas Bev Hear: 
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cal and other improvements, but the utili- oF EXPENSE PER Hour (1953) 


ent time, it approximates $2.75 per hour. Ciiaiiates oll Sma: Bald Tnolegen) 


This is made up of the base rate, which 


the added expense of fringe benefits. If 
there is a noticeable downward trend in 
productivity, production costs are going 
to increase with alarming rapidity. 

There are some conclusions to be drawn 
from the experience catalogued: 


1. Wages have more than kept pace 
with productivity increases. 

. Technological developments were 
consistently absorbed by a willing 
group of employes; the attitude was 
good ; the way was well-prepared -by 
capable management. 

. Productivity and wages are influ- 
enced by many factors other than 
labor utilization. 

4. With productivity falling off more 
rapidly than the increases in wages, 
production costs are undoubtedly 
rising. Higher selling prices are in 
order, or profits are going to be 
jeopardized. This can be descrip- 
tively termed in modern parlance as 
“Operation Nutcracker.” 


If this trend continues, a serious ques- 
tion arises. Will investors provide ade- 
quate capital for research, better tools, 
and equipment ? 


WHAT CAN BE DONE 
TO IMPROVE PRODUCTIVITY? 


In September 1952 the NAM _ pub- 
lished a pamphlet entitled, ‘‘Produc- 
tivity,” and listed on page 15 many fac- 
tors that contribute to increased produc- 
tivity. This pamphlet is required reading 
if you are interested further in this sub- 
ject. 

Also, the productivity team reports for 
various Americar industries, as published 
by the Anglo-American Council on Pro- 
ductivity, will give you a surprisingly 
good, comprehensive picture of the pro- 
ductivity in your industry in America, as 
well as in the British Empire. These are 
the reports of the industrial teams re- 
cently sent to America from the United 
Kingdom to study production methods 
and to make recommendations. You can 
get these from the Department of Com- 
merce in Washington, D. C. 

As you probably know, our Mutual Se- 
curity Agency is doing much to improve 
the productivity efforts of European in- 
dustry. The visitation of the many teams 
from Great Britain was a good move in 
this direction. It was my privilege to talk 
informally with members of these groups 
in several industries, and I was again im- 
pressed by one situation which limits pro- 
ductivity improvement on the Continent. 
Management in many instances is far re- 
moved and out of contact with the work- 
ing forces and, if increased productivity 
is to result, this situation will have to be 
corrected. It will be interesting to watch 
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PRODUCTIVITY 
UNITED STATES, BY DECADES, 1891-1950 
Index Numbers, 1891-1900 = 100 
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Output per man-hour 
figures show a per decade 
increase of around 20%, 
except for an improvement 
of some 35% in 1921- 
1930 over the previous 
period. 

Source: ‘Productivity 
and Economic Progress," 
by Frederick C. Mills, Na- 
tional Bureau of Eco- 
nomic Research, 1952. 
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any results that might come from the 
study of these productivity teams. It will 
be difficult to carry out their many fine 
recommendations with management so 
distant from the operations. In the United 
States our managements are on top of 
this problem daily, and following through 
on each recommendation with all the 
zeal and energy at their command. In 
concluding this section, my advice is to 
make it easy for responsible management 
to do the job of managing. 


HOW CAN | WRAP UP THE PACKAGE? 

An important factor in increasing pro- 
ductivity, as you well know, is the con- 
structive attitude of your employes toward 
technological developments. When a com- 
pany provides better facilities, tools, 


1921-30 1931-40 1941-50 


equipment, and research, the attitude of 
the men who do the work must be such 
that they will use these improved tools 
to their fullest capacity. There has been 
a tendency in some recent contract nego- 
tiations to oppose the installation of new 
and improved equipment. This is not con- 
structive, nor the real pattern of what 
union leaders or workers want in this 
connection. It is evident that workers 
realize that our high standard of living 
in America is based on mass production 
philosophies, and the attendant low profit 
per piece and low cost that goes with this 
pattern. Labor, however, does not want 
to be pushed around when developments 
of this nature take place. They feel, and 
rightly so, that an ype seo shall have a 
reasonable measure o protection when 
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improvements are made. Some unions 
would like the area of technological 
change and development defined in de- 
tail with the protection afforded the em- 
ploye spelled out under each condition. 
They want the area of human impact ade- 
quately cushioned when changes occur. 

Other union groups aren't quite so 
specific, but state openly that when tech- 
nological changes occur they want to ne- 
gotiate regarding them and make the 
change as the result of mutual agreement. 

You can see that some of these compli- 
cations tend to restrict the activities of 
plant management, but wise management 
will give them adequate consideration in 
contract negotiations so that there will be 
no limit or restriction in technological 
developments. One of the saddest sights 
in indantcy is to see new work-saving 
equipment sit around in a research de- 
partment for several years because negoti- 
ations for its installation cannot be con- 
cluded, or after installation have a drastic 
slow-down result because agreement can- 
not be reached regarding crew size and 
output. 

It should be realized that over the last 
20 years much of the heavy effort or 
back-breaking jobs have been eliminated 
from industry. We are not quite at the 
push-button stage today, but are gradu- 
ally approaching it. 

In light of this, many managements 
will want to re-appraise their prior philos- 
ophies and modernize them in accordance 
with the technological, social, and eco- 
nomic changes. There is no single answer 
that will guarantee a wholesome attitude 
on the part of employes toward techno- 
logical changes, but wisdom in apprais- 
ing your conditions and your past rela- 
tionships with employes, and recognition 
of the problem, should serve as good 
starting points for your negotiations and 
policies that will be acceptable to both 
management and labor. 

Since 1940 we have been operating in 
a tight labor market. This means that 
much time was lost training and break- 
ing in new employes, and doing such 
work as was necessary to keep old em- 
ployes from quitting and going elsewhere. 
This has had a negative result on produc- 
tivity during this period. If the labor mar- 
ket eases up in the near future, we can 
reasonably expect some improvement in 
productivity as the result of it. 


HOW, AND TO WHOM, 
SHOULD THE BENEFITS OF 
PRODUCTIVITY BE DISTRIBUTED? 


In the NAM pamphlet issued on the 
subject of productivity, they took the 
position that benefits should go to the 
consumer in the form of lower prices. 

In a statement regarding bargaining 
and productivity recently issued by the 
AFL, they took the position that all the 
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All new engineering 17S 


QUALITY 


Here’s an X-ray look into 
the easiest operating desk you can buy 


This new “‘Y and E”’ desk keeps its handsome, accepted style—but 20 engi- 
neering changes make it the most adaptable, easy-to-use desk you can buy. 


ease of 
operation 


2. New Effortless Locking— 
new spring and locking mecha- 
nism give easy and positive lock- 
ing and unlocking. 


New Nylon Stationary Bear- 
ings glide drawers quietly in and 
out with effortless ease. 


New Flexibility 


Same desk adapts 
for different uses 
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You can meet many 
changing needs through 
rearrangement of original 
parts. By stocking a few 
spare parts youcan quickly 
and easily change this new 
desk to almost any model. 


G. Choose either Recessed or Flush 
Back on original equipment. Can 
be easily changed from one to the 
other at any time. 


3. New Sliding Reference Shelf is 4. New Drawer Stop, spring con- 5. New Roomier Utility Tray for 
reversible, can be used as utility trolled, positive action—drawer more convenient storage. All 


drawer. Glass insert or pin tray removal simplified. compartments full height of 
is available. drawer—no spillage. 


YAWMAN 4»? FRBE Mrc©. 


1008 JAY STREET, ROCHESTER 3, ° 





For complete information on how 
these new desks can benefit your 
company, please write for free bro- 
chure No. 3808. 


Nationally distributed through 
branches, agents, and dealers. 





Common Trust Funds 


John Wallace 


“pea CuTLeR, formerly president of 
the Old Colony Trust Company of 
Boston and currently one of President 
Eisenhower's hard working assistants, 
stated “The common trust fund is the 
greatest fiduciary development in my life- 
time.” 

Perhaps you'll be real cynical and say 
that the common trust fund is the only 
new development in the fiduciary field 
since the Prudent Man Rule was estab- 
lished in 1828. We at Shawmut feel that 
it is one of the best services we have and 
we look for it to aid in furnishing the 
best in trust service to more people over 
the years ahead. 

Let me give you just a few brief statis- 
tics to show how the trust institutions 
have made increasing use of the common 
trust fund. 


BACKGROUND AND HISTORY 

A common trust fund is a device for 
the collective investment of small and 
medium-sized trusts in order to secure 
adequate diversification without excessive 
cost. Diversification’ and lower cost are 
the motivating factors which have stimu- 
lated the rapid growth of common funds 
and will continue to do so. 

These two factors began to exert pres- 
sure which first resulted in the pooling of 
trusts in the 1927-1930 period. These 
early funds were variously called uniform 


1. Common trust funds are now permitted in 38 states 


and the District of Columbia. 


2. As of several months ago there were about 150 funds 
operating in 28 states and the District of Columbia. 

3. Total trust assets invested in common trust funds now 
total over $1 billion vs. $260 million in 1946 and under $2 
million in 1939 (see Business Week—June 27, 1953). 


trusts, composite trusts, and commingled 
trusts and the authority to participate in 
these early commingled funds was con- 
tained in the trust instruments of the par- 
ticipating trusts. 

Some of the early funds were estab- 
lished by Security National Bank Savings & 
Trust of St. Louis (1927); City Bank 
Farmers Trust, New York (1929) ; Brook- 
lyn Trust Co., New York (1929) ; Equita- 
ble Trust Co., Detroit (1929) ; Equitable 
Trust, Wilmington, Delaware (1930); 
and Guaranty Trust Co. of New York 
(1930). 

A major obstacle soon appeared. In 
1932, the Internal Revenue Department 
held that the composite fund of the 
Brooklyn Trust Company was subject to 
the Federal Income Tax. The Supreme 
Court made this ruling final in 1936. It 
is obvious that even in the days of rela- 
tively low taxation, the double tax bur- 
den was too much of a price to pay for 
the benefits derived and most of the early 
composite funds were liquidated. 


JOHN WALLACE joined the Investment Research Depart- 
ment of the National Shawmut Bank of Boston in 1936 and 
worked primarily on security and portfolio analysis. After 
service in World War Il (1941-46), he was appointed assist- 
ant trust officer of the bank in 1947, engaging in trust ad- 
ministrative and investment work; assistant vice president 
in. 1949; and vice president and trust officer in 1952. He 
has been in charge of administration of the bank’s com- 
mon trust fund since its inception in 1948. This talk was 
given before the Boston Control of Controllers Institute. 
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These early funds were motivated by 
such fundamental factors, however, that 
all conceived were desirous of finding a 
way around the road block established by 
the tax ruling and this resulted in the 
Trust Division of the American Bankers 
Association appointing a special Com- 
mittee on Common Trust Funds which 
worked in cooperation with the Treasury 
Department, Comptroller of the Currency 
and the Federal Reserve Board. This 
group finally worked out the necessary 
framework for resolving the tax and other 
problems incident to the establishment 
of common trust funds on a sound and 
satisfactory basis. 

I would like to point out briefly the 
problems which confronted the group 
which was trying to develop this frame- 
work. 

1. They had concluded that the com- 
mon trust fund would be an effective tool 
in the administration of trust funds and 
that it would be highly desirable from a 
public standpoint. They also felt that 
funds should be operated under such 
general rules and regulations as would 
assure country-wide soundness of opera- 
tion lest unsound practices harm the bank- 
ing industry. 

2. Over-all regulations had to be con- 
sistent with various state laws. (Here the 
conflict of jurisdictions of national and 
state chartered banks posed a problem.) 

3. Finally, there was the overriding 
problem of removing the double taxation. 


FEDERAL RESERVE REGULATION 

Here is the rather unique way the mat- 
ter was handled:. 

The first step was the passage in 1936, 
as a part of the Revenue Act of that year, 





of what is now Section 169 of the In- 
ternal Revenue Code. This provided that 
no common trust fund would be subject 
to the Federal Income Tax provided it 
complied with the rules and regulations 
of the Federal Reserve Board. 

The second step was the issuance, on 
December 31, 1937, of the Regulations 
of the Federal Reserve Board—Section 
17 of Regulation F—which laid down 
some basic ground rules for the opera- 
tion of common funds. 

The final step was and has been the 
passage by each state of enabling legisla- 
tion which authorizes the common funds. 

Thus you get the interesting situation in 
which the regulations of the Federal Re- 
serve Board apply to all banks—national 
and state chartered—in order to main- 
tain the tax-exempt status, and although 
state-enabling acts are required, the tegu- 
lations of the Federal Reserve Board are 
still overriding. 

Inasmuch as everyone must conform to 
the regulations of the Federal Reserve 
Board, I believe it would be worth while 
to summarize its major requirements. 


1. Common trust funds may only be 
used for the investment of funds 
held by a bank for true fiduciary 
purposes—trustee, guardian, etc. 
(You can’t walk in and buy into a 
fund—you must have a trust.) 

. Banks shall not advertise or publi- 
cize earnings or asset values of the 
fund. (It was felt that this type of 
publicity would overemphasize the 
investment feature.) 

. The bank must have a written plan 
of operation, adopted by the Board 
of Directors and approved by com- 
petent legal counsel. (This plan 
must set forth terms and conditions 
governing admission of participa- 
tions in the fund, computation of 
asset value, determination of income, 
etc.) 

. The Trust Investment Committee 
must approve all participations and 
withdrawals. 

. The common fund must be audited 
annually by an auditor responsible 
to the Board of Directors. 

. The value of assets must be deter- 
mined periodically—at least quar- 
terly. 

. No single trust can have an invest- 
ment in a fund over $100,000 (orig- 
inally $25,000, raised to $50,000 in 
1945 and $100,000 in 1951). 

. If a fund has an improper invest- 
ment in it, no additions or with- 
drawals can be made until the in- 
vestment is segregated. (No bad 
apples in the barrel.) 

. No fee for managing a common 
trust fund. 


There are a number of other small re- 
_quirements imposed by the Federal Re- 
serve Board but the foregoing is a sum- 


C/T 


“Mother, I‘d like you to meet a 
potential return on your investment” 


mary of the major requirements. Now a 
word about state-enabling legislation. 


STATE-ENABLING LEGISLATION 

In most states, there is a simple ena- 
bling statute which overcomes the two 
major legal inhibitions to a common trust 
fund. 


1. Under either statute or common law, 
it was improper for a trustee to 
mingle funds of separate trusts. 

. Similar restrictions made it a breach 
of trust for a co-fiduciary to dele- 
gate investment control to another 
fiduciary. 


Most state-enabling legislation is very 
simple, merely making the funds legal in 
the state and taking care of any special 
state tax or other local problems. This 
procedure leaves most of the ground rules 
up to the Federal Reserve Board's regula- 
tions. A few states have imposed a num- 
ber of additional limitations on those of 
the Federal Reserve. Under the set-up, all 
banks in all states must, of course, comply 
with all the Federal Reserve Board’s regu- 
lations and any state laws which go beyond 
the Board’s regulations. 


ADVANTAGES OF COMMON FUNDS 
Let me highlight some of the advan- 
tages of common trust funds to trust bene- 
ficiaries and to the corporate fiduciary. 
From an investment standpoint, they 
are a medium for obtaining broad diver- 
sification in different types of securities 
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(bonds, preferred, common) and for in- 
vesting in a broad list of attractive indus- 
tries. In our fund, we have about 50 to 
60 different common stocks and a number 
of Government and corporate bonds is- 
sues of various maturities. It’s just not 
possible to obtain that kind of diversifica- 
tion in individually invested small and 
medium-sized trusts. 

From the standpoint of investment efh- 
ciency, common funds cannot be matched 
by the smaller trust. Our common fund 
is reviewed more often than any single 
account. Our Trust Investment and Trust 
Committees go over its portfolio in some 
detail at least every quarter and, of course, 
the staff of the Trust Department reviews 
it more frequently. With the fund you live 
in a goldfish bowl and we like to think of 
it as an opportunity to be able to show 
customers and prospects the results of our 
stewardship over a period of years. 

With a common fund, you can act 
quickly both or. buying and selling securi- 
ties. One day in 1949 we eliminated our 
holdings in a particular security in the 
common fund at around 58. By the time 
we had written to all co-trustees and con- 
sultants and had gotten the last of the 
holdings out in the smaller, individually 
invested accounts, the stock had dropped 
to the low 40’s. In the same manner, it’s 
much easier to obtain a block of a new 
bond issue for one account than to try to 
purchase the same number for a group of 
smaller trusts. 


(Continued on page 144) 
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Making Controllers Articulate 


Glen E. Mills 


HE MEMBERS of your Technical Com- 

mittee who issued the announcement 
of this meeting have furnished the theme 
for this talk. If this were a sermon, we 
should call their statement my text. It is 
well worth quoting: 


“In recent years there has been an in- 
creasing realization by industry of the im- 
portance of the controllership function. 
The controller is now recognized as an in- 
tegral member of the top-management 
team in a growing number of companies. 
However, if management 1s to receive the 
full benefit of bis skills, it is necessary 
that he be articulate to a high degree. The 
ability to state ideas and directions con- 
cisely and forcefully is a ‘must’ for the 
controller, particularly in view of the 
progressively faster tempo of modern 
business.” 


I wish I had said that! 

Since the objective has been so well 
stated, our next step is to examine in some 
detail the ways to achieve it. Let us con- 
sider two kinds of professional service 
which persons in my line of work can 
render: The improvement of oral and 
written communication throughout the 
plant or the office building, and oral com- 
munication by executives in group discus- 
sion and public speaking situations. 

The first phase can be done by citing 
the communication surveys which were 
conducted in a few Chicago enterprises. 
After gaining permission to conduct the 
studies, the investigators sought the co- 


operation of key personnel on the several 
levels of each organization. Following the 
organization chart of a factory, for exam- 
ple, the interviewers diagramed the lines 
of authority and responsibility. At each 
level the number of persons on the pay 
roll was indicated as a basis for the 
sample. 

Then a percentage of each class of 
employes was selected for depth inter- 
views. Each person who was interviewed 
remained anonymous, and he was assured 
that no one else would know what was 
said in the interview. During the course 
of a half hour or more, each person was 
motivated to speak his mind freely about 
such matters as the transmission of policy 
statements, the orientation of new work- 
ers, the rumors that were circulating, the 
ways in which suggestions and criticisms 
were given, his attitudes toward others, 
his understanding of what was expected 
of him, and his experience with making 
suggestions to his superiors. 

This phase of the project terminated 
in a written report, the recommendations 
of which could be used by management as 
a basis for future improvements. In one 
of these organizations, three suggestions 
were forcefully offered: (1) two-way 
communication must be developed; (2) 
management must cultivate a permissive 
atmosphere in which any employe along 
the line can say something for the in- 
tended good of the company without get- 
ting, or fearing that he will get, his head 
taken off; (3) those who supervise others 
need to learn more about clarity of exposi- 


GLEN E. MILLS, associate professor of Public Speaking 
and director of Debating at Northwestern University, re- 
ceived his Ph.D. from University of Michigan. He is author 
of 30 articles on public speaking and two books—“Com- 
posing the Speech” (Prentice-Hall 1952) and “Argumenta- 
tion and Debate” (Macmillan 1951). He has conducted 
speech classes for several corporations in Chicago and is 
frequently retained by corporate and institutional clients to 
teach executives to put over their ideas orally. Dr. Mills 
gave this talk at the Chicago Control of Controllers Institute. 
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tion and the psychology of interpersonal 
relations. Anyone who wishes to learn 
more about how this is done should feel 
free to inquire. 

Now let us explore in more detail the 
second kind of professional service which 
may be of more immediate, personal in- 
terest to controllers: training sessions in 
group discussion and public speaking. 
These comments are based upon my ex- 
periences with such classes for Pure Oil, 
National Safety Council, Chicago Mail 
Order, Chicago Terminal Bank, Savings 
and Loan Institute, American Institute of 
Banking, International Business Ma- 
chines, and others. 


GROUP DISCUSSION SESSIONS 


Perhaps the quickest way to suggest 
what goes on in a training session on 
group discussion is to list the items which 
a critic looks for. In terms of the content 
or substance of the discussion, these ten 
questions are important: 


1. Did the group quickly and accurately 
formulate the problem? 

2. How well was the problem investi- 
gated in a logical, systematic man- 
ner? 

. In case digressions occurred, how 
could they have been handled bet- 
ter? 

. Were essential facts brought out, 
were they tested enough, and were 
they used well? 

. Did periodic summaries indicate the 
progress made and the topics re- 
maining? 

. Was the thinking logical, or were 
there hasty generalizations, faulty 
causal inferences, unsupported as- 
sertions, loaded language, appeals 
to tradition, and other obstacles to 
straight thinking? 

. What treatment did unusual or un- 
orthodox ideas receive? 

. Were the findings from the early 
stages of the discussion utilized dur- 
ing the decision stage? 

. Could interest have been improved 
so that concentration would not 
break down? 

. Did the decision reflect the best 
thinking of which the group was 
capable? 











Concerning the process of the discus- 
sion, which means the psychological con- 
ditions under which the members carried 
out their deliberations, the critic might 
raise some of these ten questions: 


1. Was the atmosphere permissive; 
that is, did it encourage everyone 
to participate spontaneously and 
frankly? 

2. Did all contributions receive sympa- 
thetic consideration? If not, what 
improvement can be made? 

3. Was social pressure (“rank pull- 
ing’) exerted against any member 
of the group? 

4. Did the group make the best use of 
each member? 

5. If there were instances of tense re- 
lations between members, what was 
responsible and how should such 
cases be handled? 

6. Were there signs of frustration? Did 
anyone become aggressive or simply 


withdraw? 

7. Did any members function as initia- 
tors, harmonizers, obstructionists, 
etc.? 


8. Was leadership shared, or did only 

one person lead? 

9. What behavior patterns revealed 
either a democratic or an autocratic 
leadership? 

. Were the members satisfied with the 
decision, with the leadership, and 
with their own contributions? 


PUBLIC SPEAKING TRAINING 

Finally, let us turn our attention to the 
business of training effective public 
speakers. Usually the first problem is 
stage fright or lack of confidence. Every- 
one who performs in public experiences 
this in some degree. Since this feeling of 
anxiety is normal, the problem is one of 
making tension work for you instead of 
against you. This can be done by: 


1. Making yourself grasp more occa- 
sions to speak; 

2. Procuring some competent coaching ; 

3. Choosing subjects that stir your en- 
thusiasm or conviction ; 

4, Being well prepared; 

5. Realizing that some tension is a 
good thing; and 

6. Believing in yourself. 


The analytical phases of preparation 
should not be difficult for controllers to 
master. These phases are analysis of the 
subject, of the audience, and of the oc- 
casion. 

To analyze a subject one must take it 
apart in order to discover the topics or 
points, their relation to the subject, and 
their relation to each other. This is done 
chiefly by raising questions which will re- 
veal the significant aspects of the subject. 
In short, what talking points must be de- 
veloped in order to achieve the purpose of 
the speech within the available time? 

















“We have 3,842 employees and every one of 
them has heard about your baby, so I’m transferring 
you from accounting to advertising!” 


Audience analysis enables a speaker to 
adjust his remarks so as to establish rap- 
port in spite of individual and group dif- 
ferences. One need not cater basely to an 
audience; instead, he should be tactful 
while remaining true to his convictions. 
One who analyzes an audience tries to 
learn something about the educational 
level, age and sex distribution, occupa- 
tional status, attitudes, recent activities, 
and the like. 

The analysis of an occasion refers to 
the kind of occasion it is, the context of 
the program, the physical setting, and the 
history or customs of the occasion. 

Then there are particular types of 
gag in terms of their purposes. The 
classes usually have practice in making 
speeches to inform, to stimulate, to con- 
vince, to motivate, and to entertain. They 
work on the special techniques in how to 
make a logical case, how to influence be- 
havior, and the like. Sometimes two or 
more of these purposes are joined in one 
speech. 

Regardless of the type of speech we are 
considering, there is constant attention be- 
ing given to the ways of arranging ideas, 


the improvement of language usage, the 
development of more expressive voices, 
the use of motivated bodily movement, 
and the elimination of distracting man- 
nerisms. We seek to improve upon ram- 
bling ideas, awkward sentences, monoto- 
nous voices, inadequate — presence, 
and other barriers to effective oral com- 
munication. 

The important thing is to get out and 
talk. Too often the business point of view 
is not heard. The moderator of a net- 
work discussion program has pointed out 
that public forums need business spokes- 
men but seldom can get good ones. The 
forums have no problem in getting articu- 
late spokesmen for labor and consumer 
interests, however. The point is that busi- 
ness executives must become willing and 
eager to have their say, and they should 
cultivate their ability to do so. 

As Aristotle put it more than 2,000 
years ago: “Truth and justice are by na- 
ture more powerful than their opposites. 
When decisions are not made as they 
should be, the speakers with the right on 
their side have only themselves to thank 
for the outcome.” 


THE MEN WE NEED... 

By one means or another, we need to produce a type of 
business executive who, after carefully learning that all balls 
are round, will not be completely flabbergasted the first time 
he meets one that has a square side. And he will meet them, 
for we live in a complicated world—a world that has spirit- 
ual and moral problems even greater than its economic and 
technical problems. If the kind of business system we now 
have is to survive, it must be staffed by men who can deal with 
problems of both kinds.—JOHN L. McCaFFRey, president, 

International Harvester Company 
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RENEGOTIATION REBATES 

A procedure for the determination of a “‘tentative federal 
tax benefit’’ in cases where a rebate is due, but not yet finally 
determined, has been established by the Internal Revenue 
Service. 

Contractors or subcontractors desiring to avail themselves 
of these interim payment provisions must file, in triplicate 
with the General Services Administration, Renegotiation Re- 
bate Branch, an ‘Application for Interim Payment of Net 
Renegotiation Rebate.” 

Existing procedures for the determination of federal tax 
benefits in renegotiation rebate cases will continue in effect 
irrespective of whether or not any application for an interim 
payment is made under the new procedures. 


TAX RECOMMENDATIONS 

Preparations to introduce to the House floor the Revenue 
Revision Bill of 1954—representing the first major overhaul 
of the Federal Tax Code since 1875—continue apace. Chair- 
man Reed’s House Ways and Means Committee has already 
approved many changes . . . ranging from Amortization 
to Zebras (if they are pets of a dependent child) . . . and 
is expected to approve other changes recommended in the 
President's budget message. 


DECERTIFICATION PETITION 

Despite the dissent of its chairman, the National Labor 
Relations Board has ruled that a Decertification Petition 
must be dismissed where it was filed by an employe who is 
in the bargaining unit but who is found to have certain super- 
visory duties. In the instant case, the petition was signed by 
more than the required 30% of employes. 


CERTIFICATES OF NECESSITY 

ODM has released amended regulations governing the 
issuance of Certificates of Necessity. One change eliminates 
the so-called predetermination requirement under which cer- 
tain expansions were ineligible for tax amortization if con- 
struction had started before a certificate was issued. The 
second change relates to taxpayers who expanded a facility 
after an expansion goal had been closed but which subse- 
quently was reopened—after the goal is reopened the tax- 
payer can file an application with ODM for a certificate. 
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GOVERNMENT IN BUSINESS 

At the request of the Director of the Bureau of the Budget 
all agencies of the Executive Branch will charge fees for fur- 
nishing copies of government records to the public. These 
will be used to recover the cost of searching files or records, 
preparing copy and certifying their authenticity. The new 
policy, it is anticipated, will bring in an annual revenue in 
excess of $1 million. 


GOVERNMENT VS. BUSINESS 

The Commission on Government Operations, chair- 
manned by ex-President Hoover, is in dire need of specific 
examples of government-industry competition. Previous 
hearings have brought to light well over 100 examples of 
different types of competition in such fields as manufactur- 
ing, transportation, construction and service activities . . . 
but the committee staff still needs more examples from those 
most affected—the businessmen. 

The House Government Operations Committee reports 
that the Navy insists that the Boston Navy Shipyard makes 
rope better and cheaper than private companies—but the 
Army buys its rope from private firms and the Coast Guard 
prefers commercial rope to Navy-made rope. 


CORPORATE REPORTING REQUIREMENTS 

The SEC has adopted a comprehensive revision of its gen- 
eral reporting forms for issuers of listed and publicly offered 
securities under the Securities Exchange Act of 1934. Re- 
visions include—further elimination of need for duplicating 
similar information in different reports . . . a requirement 
that companies furnish SEC with copies of annual stock- 
holder reports . . . a revision of procedures governing reg- 
istration of new securities for exchange listing . . . and 
simplified procedures in trading securities on an exchange 
before issuance. 


RUBBER STAMPS 

The Comptroller General of the United States has held 
that in view of the customary practice of the company in- 
volved and the fact that the certifying official had adopted 
the rubber stamp signature as his signature, the use of the 
rubber stamp would be acceptable and official. 


PAYMENTS ON TERMINATED CONTRACT 

The consensus of district ordnance controllers is that par- 
tial payment, pending termination should be limited to those 
in actual need and that contract termination claims should 
not be settled on an installment basis. 


BUSINESS INVENTORIES 

Total year-end business inventories were valued at $79.8 
billion, according to the Office of Business Economics, U. S. 
Department of Commerce. On a seasonally adjusted basis, 
book-value of business inventories on December 31 was $81 
billion. Value of total business inventories for year-end was 
up $3.8 billion over the previous December 31 and after al- 
lowance for changes and replacement costs, about the same 
amount was added to inventories in 1953 as in 1952. 

—BEN JAMIN R. MAKELA 
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by taking ships’ inventory with 


Recordak Microfilm 


The way the U. S. Navy used Recordak 
Microfilming to collect and analyze the stock 
records carried aboard 100 ships suggests 
important savings—and tighter control—for 
all companies with branch offices or plants. 


This was the problem: Each ship had thousands of 
record cards. The data on these cards had to be 
copied accurately and promptly while the ship 
was in port . . . and forwarded to the Central 
Supply Office. Furthermore, it was imperative that 
interruptions in the normal work of the ship’s crew be 
kept at a minimum. 


How could the job be done? Manual copying and the 
mark-sensing of punched cards were considered . . . 
discarded as too impractical, too expensive. 


Recordak Microfilming was the answer. A portable 
Recordak Micro-File machine could be set up right where 
the ship’s records were kept . . . and operated by anyone. 
1,000 photographically accurate and complete copies 
could be made in an hour compared to 20 per hour with 
manual copying. Total microfilming cost was only one 
cent per exposure, which resulted in an average saving of 
$350 per ship . . . $35,000 all told—plus savings in ship- 65 different types of business— 
ping costs and filing space in the Central Supply Office. thousands of concerns . . . now eliminating 

costly manual transcription with Recordak Microfilming. 


If you have thought of Recordak microfilming as a proc- 

ess which only saves space and increases protection, you 

Recordak Triplex Microfilmer—one of the should talk to a Recordak Systems Man soon! For the chances 
six models designed for copying office-size are good that he can point to companies of the same 
records. Available on low-cost purchase or ste ges Sy eae Pee . ice oe sen 
pare ecm type and size as yours which are simplifying their daily- 
, record-keeping routines with this truly amazing process. 
You'll be under no obligation whatsoever—just 

write to Recordak Corporation (Subsidiary of Eastman 

Kodak Company), 444 Madison Avenue, New York 22,N. Y. 


**Recordak” is a trade-mark 
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originator of modern microfilming— 
and its application to accounting routines 





Southern Conference Tops Past Records: 
Four Controls Observe 10th Birthdays 


jess 1954 MEETINGs PROGRAM of Con- 
trollers Institute began auspiciously last 
month, with a record turnout at the South- 
ern Regional Conference in New Orleans. 
The gathering took place in the Hotel 
Roosevelt, February 19-20, and the ses- 
sions were devoted to lease-back financing, 
internal control, government-business rela- 
tions, reports to management, electronic 
accounting and federal taxation. The Con- 
ference was sponsored by the New Orleans 
Control of the Institute, one of the four 
groups which observed their Tenth Anni- 
versaries at the luncheon on the opening 
day. 


OWNING VS. LEASING 

Speaking on “Owning Versus Leasing,” 
Harold F. Sanders, secretary and treasurer, 
Middle South Utilities, Inc., New York, 
advised companies considering such leases 
to compare advantages and disadvantages 
of the lease arrangement in terms of the 
economic consequences of each, and also 
to avoid becoming overextended in this 
form of financing. 

“In any estimate of the financial re- 
sults of owning or leasing,” he said, “the 
effect of the items which are deductible for 
income taxes must be taken into account, 
as well as some assumptions as to rates of 
income tax. In estimating the cost of own- 
ership, it is reasonable to assume that the 
property could be financed entirely with 
debt. Since leasing is a form of debt-financ- 
ing, it is only logical to assume that the 
company whose credit is good enough to 
finance with a lease can also finance with 
an equivalent amount of debt. 

“While a lease may appear to be less ex- 
pensive to the lessee in its initial term, be- 
cause of the deductibility of the rent for 
income tax purposes, appropriate debt-fi- 


nancing may produce lower net cost over 
the service life of the building or other 
property involved. 

“A lease can be a useful means of financ- 
ing the acquisition of a piece of property, 
if used with discretion. But the risk which 
may be lifted from the lessor is only trans- 
ferred to the holder of the common stock, 
so the transaction would result in enough 
benefit to him in income to compensate for 
the added risk. This is the point where the 
officer responsible for the Nooncial policies 
of the company is called upon to exercise 
most careful judgment in appraising the 
long-term effect ot any lease arrangement.” 


INTERNAL CONTROL 

The importance of internal control to 
operating management was covered by the 
second speaker on the opening day—L. A. 
Wynhoff, partner in Price Waterhouse & 
Co., Houston, who told how such a sys- 
tem frees executives from burdensome de- 
tail. “One of the most sought-after at- 
tributes in management today,” he de- 
clared, “is the ability to grant authority to 
those capable of exercising it and yet be 
able to retain control in the hands of those 
who are ultimately responsible. If man- 
agement is to function effectively, devoting 
its major attention to planning, directing 
and coordinating activities, it must be 
freed at every level of the burden of un- 
necessary detail. 

“This burden is generally associated 
with approvals. It is lightened to the de- 
gree that authority for final approval is 
delegated to others. Usually it is not from 
choice that executives become buried in de- 
tail. They are more often the victims of an 
inadequate system of control. They can- 
not safely delegate the authority reposed 
in them because there is no adequate means 
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of control which permits this to be done. 
The obvious remedy is the installation of 
authorization and record procedures ade- 
quate to provide reasonable accounting 
control over the use of delegated author- 
ity. 

Mr. Wynhoff also stressed the impor- 
tance of keeping periodic reports, statisti- 
cal analyses and other accounting docu- 
ments intelligible to those who must use 
them, even if this involves departures from 
accepted principles of accounting. ‘For 
example,” he explained, “data prepared 
for superintendents and foremen might ig- 
nore the existence of inventories kept on a 
Lifo basis. It might substitute replacement 
cost for historical cost of capital assets and 
include depreciation provisions determined 
on that basis. It might include an assumed 
interest cost on invested capital, or elimi- 
nate from cost determination idle time for 
which a foreman could not be held respon- 
sible. 

“Such departures from orthodox state- 
ments require imagination, foresight and 
intelligence on the ure of the chief ac- 
counting officer and his assistants, but 
should result in meeting the objectives de- 
sired.” 

Dean Robert W. French, vice president 
of Tulane University and dean of its 
School of Business Administration, was 
guest speaker at the Tenth Anniversary 
luncheon. He urged the controllers present 
to take greater interest and participation 
in the processes of government. 


GOVERNMENT 

“The problems of government,” he ad- 
mitted, “have grown so large and com- 
plex today that they can no longer be han- 
dled in the traditional democratic manner. 
The present situation has developed be- 
cause we have tried to go about our busi- 
ness and our politics as usual. It is not 
enough for citizens and businessmen 
merely to register, vote and grumble. What 
is clearly needed is a greater and a different 
kind of participation of citizens and busi- 
nessmen in government. Citizens and busi- 
nessmen must organize themselves inde- 
pendently of government to get the facts 
on governmental problems. 

“In most cities with populations in ex- 
cess of 200,000 there are citizen-supported 
research agencies which are getting the 
facts on governmental problems and dis- 
seminating them to other citizens and pub- 
lic officials. Many of these agencies have 
been in existence for a number of years, 
providing citizens in such areas with an 
effective means of participation in govern- 
ment. The records of these agencies are 
clear, their success proved, and their ex- 
istence secure in the public mind.” 





TENTH ANNIVERSARY 

Four local Controls of the Institute 
shared in the Tenth Anniversary Observ- 
ance—New Orleans, Atlanta, Birmingham 
and Dallas. National President George W. 
Schwarz, vice president and treasurer, 
Wyandotte Chemicals Corporation, Wy- 
andotte, Michigan, congratulated local 
groups on their progress, paying special 
tribute to the charter members from the 
Controls, who were seated at a table di- 
rectly before the dais. “It is significant to 
note,” he said, “that early in 1944, when 
our present managing director visited these 
four cities to aid in the organization of the 
Controls, the Institute’s entire member- 
ship in this southern area was approxi- 
mately fifty. Most of those members were 
affiliated with either the Chattanooga or 
Houston Controls. 

“Today, the New Orleans Control alone 
has a membership equal to that existing in 
the entire territory ten years ago.” 

Mr. Schwarz was presented by Reuben 
F, Gray, president of the New Orleans 
Control and treasury manager, Shell Oil 
Company, who served as toastmaster at the 
luncheon. 

Charles F. Schwartz, control manager, 
Polychemicals Department, E. I. du Pont 
de Nemours & Co., Wilmington, Dela- 
ware, and R. Blair Smith, special repre- 
sentative, Electronic Data Processing De- 
partment, International Business Machines 
Corporation, New York, addressed the 
Friday afternoon session. 


INTERPRETING BUSINESS FACTS 
AND FIGURES PROPERLY 

Reminding his audience that interpreta- 
tion of business facts and figures has sup- 
planted mere recording as the major func- 
tion of accounting, Mr. Schwartz showed 
how his department employs graphic de- 
vices to put the accounting information 
across. “Management today,” he explained, 
“needs the kind of report that suggests 
the proper course for present and future 
action. It expects an interpretive analysis 
briefly set forth in textual form. 

“Learn to dramatize your reports so that 
they take on life,” the speaker suggested. 
“Try to present every report in graphic 
form. Everyone prefers a picture to a tabu- 
lation of figures. A properly prepared 
graphic presentation is more quickly and 
more easily understood. The use of color 
makes for an even better picture; for ex- 
ample, red means danger or an unfavor- 
able trend, while green indicates ‘Go’ or 
a favorable performance. Use as few fig- 
ures as possible with your charts—only 
enough for proper understanding of the 
chart. 

“A brief interpretive analysis, citing the 
pertinent data, should accompany your 
presentations. Wherever called for, a rec- 
ommendation should always be given. In 
other words, prepare your reports so as to 
stimulate constructive thinking. 

“This is a year of golden opportunity 
for cost reduction,” Mr. Schwartz con- 
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cluded. ‘With the anticipated reduction in 
taxes in 1954, every doliar saved this year 
will be worth to the owners of the com- 
pany several times what it was worth in 
1953.” 

Radcliffe E. Kilbourne, general account- 
ant in charge of charted statistics of the 
Polychemicals Department Control Divi- 
sion, assisted Mr. Schwartz in the presen- 
tation. 


ELECTRONICS 

Mr. Smith described his company’s pro- 
gram of electronic research and told how 
its customers are using the IBM Type 702 
electronic data-processing machine. ‘‘Most 
of the companies which have ordered large- 
scale electronic equipment for business 
use,” he said, “are planning to convert 
typical applications such as pay roll, labor 
distribution, cost accounting and inventory 
control. They feel that these applications 
will be easier to apply in the beginning 
than such applications as manufacturing 
control and forecasting.” 


TRUSTS AND TAXES 

Speaking at the Saturday morning ses- 
sion, L. Karlton Mosteller, Oklahoma City 
attorney and tax consultant, explained 
how executives can minimize the burden 
of income taxes through the use of trusts. 
“Through the use of the trust device,” he 
observed, “‘a single taxpayer can be split up 
into many taxpayers, in effect, removing 
income from high income tax brackets and 
placing it in low income tax brackets, and 
at the same time removing the property 
comprising the corpus of the trust from the 
reach of the estate tax collector. 

“Supposing an income of $20,000, then 
the federal income tax on the top $1,000 


would be $420,” Mr. Mosteller pointed 
out. “If this $1,000 were earned by a 
trust, the income tax would be $180. In 
addition, there would be an estate tax ad- 
vantage. 

“Another taxpayer is an executive, mar- 
ried and in the 67% federal income tax 
bracket. He has $100,000 invested which 
is yielding an average return of 4%. He is 
55 years old and expects to retire in ten 
years. If he transfers the $100,000 to a 
10-year trust for the benefit of his wife, the 
trust would accumulate income of $36,155 
over the 10-year period, the trust termi- 
nates and the $100,000 and accumulated 
income are returned to the taxpayer. If he 
kept the $100,000 investments over the 
ten-year period, instead of transferring 
them to the trust, and included the income 
with his other income for that period of 
time, he would accumulate only $14,700 
after payment of income taxes—a net dif- 
ference of more than $21,000 

“Short-term trusts are also useful de- 
vices in situations where the taxpayer con- 
trols a small, closely held corporation 
which is in danger of being subjected to 
Section 102 penalties for unreasonable ac- 
cumulation of surplus. If the stockholder 
places his stock in a trust for the benefit of 
members of his family for a term of years, 
the dividends paid would be subjected to 
relatively low federal income tax rates as 
contrasted to the high rates which the tax- 
payer would have to pay if he retained the 
stock and dividends which were paid to 
him.” 


TAXATION: DEFENSE AND SOCIAL 
WELFARE 

The general session concluded with re- 
marks by R. W. Elsasser, New Orleans 
business consultant, who commented on 
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“Some Economic Consequences of Taxa- 
tion and Business Spending.” Stating that 
business is resigned for the present to 
continued high taxation, he said, ‘whether 
we like it or not, the masses of voters have 
become vocal and have approved costly 
programs for their security. As in all pri- 
vate and public expenditure, the ultimate 
burden oF aaciad welfare must be reflected 
in consumer prices. 

“In the common purpose of defense we 
have been willing to share its cost, all the 
more readily while our personal incomes 
have made higher scales of living possible, 
despite higher costs of living. So long as 
these results prevail, who can say how 
much taxation it will take to produce po- 
litical resistance ? 

“During this interval of heavy federal 
expenditure, state and local governments 
have been restrained in their disposition to 
spend in the public interest. But as the 
national crisis eases, they remind us of vast 
new needs and threaten to take up the slack 
as the federal strain on national income dis- 
appears.” 

The Conference opened with a call to 
order by the general chairman, W. I. 
Monaghan, treasurer, New Orleans Laun- 
dries, Inc., and an invocation by Father 


J. A. Butt, S. J., regent of the College of 
Business Administration, Loyola Univer- 
sity. It closed with a luncheon on Saturday, 
presided over by Dee Davis, secretary and 
treasurer, The California Company, who 
is a national director of the Institute. Ed- 
mund L. Grimes, chairman of the national 
Board of Directors, who is executive vice 
president, Commercial Credit Co., Balti- 
more, served as toastmaster. The luncheon 
speaker was Colonel Jack Major of Padu- 
cah, Kentucky, homespun economist and 
farmer, who spoke on “You Can Laugh at 
Taxes.” 

Presiding chairmen, besides those men- 
tioned, included Lewis E. Frensley, comp- 
troller, Magnolia Petroleum Co., Dallas; 
C. C. Lay, treasurer, The Wheland Com- 
pany, Chattanooga, a regional vice presi- 
dent of the Institute; Robert C. Wiles, vice 
president and treasurer, Pan American Pipe 
Line Co., president of the Houston Con- 
trol; A. D. Harder, another regional vice 
president, who is vice president and con- 
troller, Southwestern Life Insurance Co., 
Dallas; L. W. Bennett, treasurer, Sunray 
Oil Corp., president of the Tulsa Control, 
and Ronald L. McVey, vice president, 
Tennessee Gas Transmission Co., Hous- 
ton, a national director of the Institute. 


Eastern Conference Plans Announced 


Reports from the District of Columbia 
Control indicate that plans for the Eastern 
Controllers Conference are virtually com- 
plete. Conference Chairman Henry W. 
Herzog, comptroller, The George Wash- 
ington University, announces that a full 
program is scheduled from a reception 
and banquet Sunday evening, March 21, 
through Tuesday luncheon, March 23. 
Conference headquarters will be in the 
Sheraton Park Hotel (formerly the Ward- 
man Park). 

Of special interest to Institute members 
will be the Annual Meeting of Members 
on March 22. Institute President George 
W. Schwarz will preside at the session 
which will include the election of national 
directors, interim committee reports and 
other business. 

Conference Program Chairman Theo- 
dore Herz, manager, Price Waterhouse & 
Co., has arranged for a wide variety of 
top-level speakers to cover subjects of in- 
terest to controllers. Featured speakers 
will include Rowland R. Hughes, Deputy 
Director of the Bureau of the Budget 
whose subject will be “Financial Control 
through the Federal Budget; as It Ap- 
pears to a Controller from the Inside” and 
Ralph H. Demmler, chairman of the Se- 
curities and Exchange Commission, whose 
subject will be “Providing Funds for our 
Enterprises by the Issue of Securities” ; 
Seymour S. Mintz, Hogan and Hartson, 
will speak on “The Relationship between 
Fringe Benefits and Taxation’’ and Leslie 
Mills, Price Waterhouse & Co., will dis- 
cuss “The Taxation of Excess Profits 
through Renegotiation.” 


A session on “The Guaranteed Annual 
Wage: How Can Management Planning 
Accommodate It?” is expected to draw 
large crowds inasmuch as John V. van 
Pelt III, controller, the Kendall Company, 
Walpole, Mass., and Nat Weinberg, di- 
rector of Research, United Auto Workers 
—CIO, will present the labor and man- 
agement points of view. 

Luncheon and banquet speakers will 
cover a wide variety of subjects. On the 
lighter side will be Dean Raymond B. 
Pinchbeck, of the School of Business Ad- 
ministration, University of Virginia. A 
penetrating analysis of contemporary 
problems will be offered by Philip L. 
Graham, publisher, the Washington Post, 
while James C. Olson, senior partner, 
Booz, Allen & Hamilton will discuss a 
topic of increasing importance, “A New 
Look at Executive Compensation.” 

A highlight of the program, Chairman 
Herz adds, will be the banquet on Mon- 
day, March 22. Dr. Arthur S. Flemming, 
director of the Office of Defense Mobili- 
zation, and well known as a speaker fa- 
miliar with business and government 
problems, will discuss “The Meaning of 
Mobilization for Defense.” 

A full schedule of exciting events has 
been arranged for the ladies. The Chair- 
man of Ladies Hospitality, Jennings A. 
Snider, secretary and treasurer, Julius Gar- 
finckel and Company, points out that 
Washington offers unparalleled oppor- 
tunities for sightseeing, with its embassies, 
beautiful parks, historic sites and luxuri- 
ous stores. 
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348 Firms Named as 
"Excellently Managed’”’ 
in '53 in AIM Survey 


Based on a continuing study of 3,000 
leading concerns in the United States and 
Canada, the American Institute of Man- 
agement recently named 348 companies 
which it has certified to be “excellently 
managed” for the year 1953. The top 12 
companies, rated according to the AIM’s 
point system of evaluating 10 key man- 
agement factors, were identified as follows 
by that organization: 

The Procter & Gamble Company, Cin- 
cinnati; American Telephone & Telegraph 
Company, New York; E. I. du Pont de 
Nemours & Co., Wilmington, Del. ; Gen- 
eral Motors Corporation, Detroit; The 
National Cash Register Company, Day- 
ton; Eastman Kodak Company, Rochester, 
N. Y.; The Grand Union Company, East 
Paterson, N. J.; The B. F. Goodrich Com- 
pany, Akron; Hotels Statler Company, 
Inc., New York; Minnesota Mining & 
Manufacturing Co., St. Paul; and C.I.T. 
Financial Corporation and The Nationa] 
City Bank of New York, both of New 
York City. 

Each of the top 12 companies scored 
more than 9,000 points out of a possible 
10,000 under the Institute’s evaluation 
system. A minimum of 7,500 points is re- 
quired to qualify as “excellently managed” 
under its rules. According to Jackson Mar- 
tindell, president of the Institute, the pur- 
pose of the annual certification is to “focus 
attention upon those companies whose 
practices should be emulated by others, to 
increase efficiency and insure stability for 
employes, shareholders and the economy 
as a whole.” 

When auditing a management, Mr. 
Martindell explained, the AIM rates such 
factors as: economic function, corporate 
structure, health of earnings growth, fair- 
ness to stockholders, directorate analysis, 
research and development, fiscal policies, 
production efficiency, sales vigor and ex- 
ecutive evaluation. 

The American Institute of Management 
is a non-profit foundation devoted to the 
study ae improvement of corporate or- 
ganization and management. Its directors, 
in addition to Mr. Martindell, include: C. 
Canby Balderston, dean of the Wharton 
School, University of Pennsylvania; Wil- 
liam C. DeVane, dean of Yale College, 
Yale University; Alphons B. Landa, part- 
ner in the Washington law firm of Davies, 
Richberg, Tydings, Beebe & Landa; 


Wheeler Sammons, publisher of ‘Who's 
Who in America”; Ordway Tead, editor 
and director, Harper & Brothers; and 
Edward R. Weidlein, president, Mellon 
Institute of Industrial Research. The or- 
ganization has more than 10,000 members 
and 75 fellows. 
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XEROGRAPHY at BELL AIRCRAFT CORPORATION 





SPEEDS PAPERWORK! 





December 12, 1953... Bell X-IA flies at record speed of 1650 miles per hour 


How XEROGRAPHY 
Cuts Duplicating Costs 33 L% 


FOR BELL AIRCRAFT CORPORATION 


THE BELL X-IA is the world’s fastest airplane. 
Xerography is the world’s fastest, most versatile way 
to copy original material on to paper masters for 
offset duplicating. 

Bell Aircraft Corporation cuts duplicating costs 
334% % and speeds production of a vast variety of 
paperwork by using paper masters prepared by 
xerography. 

Forms, letters, bulletins, charts, graphs, manuals, 
engineering drawings, government regulations or 
anything written, typed, drawn or printed can be 
reproduced with photographic accuracy in about 3 
minutes on to an offset paper master for run off of 
multiple copies on an offset duplicator. Original 
copy may be enlarged, reduced or reproduced same 
size by xerography in XeroX Lith-Master* copy- 
ing equipment. With xerography, copies can be 
made from one or both sides of original material. 

For use in diazo type machines, translucent inter- 
mediates can be made from any original subject in 
the same speedy way. 

There is no limit to the versatility of the dry, 
electrostatic, direct positive xerography process in 
paperwork duplicating applications. 


SOME USERS IN 
DIFFERENT FIELDS 


AUTOMOTIVE 
Ford Motor Company 


BUILDING MATERIALS 
National Gypsum Co. 


CHEMICAL 
Ciba Pharmaceutical 
Products, inc. 


EDUCATION 

University of Nebraska 
GOVERNMENT 

Federal, State, City 
INSURANCE 

America Fore Insurance 

Group 
MANUFACTURING 

Wallace Barnes Company 
METALS 

Aluminum Company of 

America 
OPTICAL 

Bausch & Lomb Optical Co. 


PETROLEUM 
Atlantic Refining Co. 


PUBLIC UTILITIES 
Peninsular Telephone 
Company 


*A trademark of The Haloid Company 


2, 
Wrtte for “proof of performance” folders showing how companies of all kinds are cutting 


costs and saving time with xerography. For instance: Certified Grocers of California, Ltd., 
saves $15,000 a year on Price List Order Book alone. H. L. Green Co., Inc., saves 
$9,600 a year and speeds merchandise information and price lists to its chain of stores. 


THE HALOID COMPANY 


54-79X HALOID STREET © ROCHESTER 3, N. Y. 


CANADA: The Haloid Company of Canada, Ltd., 728 Bay St., Toronto 2, Ont. 


 KEROGRAPHY | 


| The fastest, cheapest, most versatile way to make masters for duplicating — 








Productivity and Management 
Discussed by F.P. Hagaman 


F, P. Hagaman, executive assistant con- 
troller of Esso Standard Oil Company of 
New York, observed that in addition to 
being an economic and social challenge 
to all management people, productivity 
also involves financial management, the 
utilization of capital, the proper handling 
of taxes, and effective accounting control. 

“Personnel administration and indus- 
trial relations techniques must be skill- 
fully handled,” Mr. Hagaman said, and 
“recognizing all this we must still realize 
that the attitude of the working force has 


a great influence on productivity . . . man- 
agement’s responsibility for coordination 
involves not only the flow of machines, 
materials, and money, but also relations 
with men—men who must cooperate with 
one another and participate with ability, 
interest, and enthusiasm. Without such a 
working force taking pride in its accom- 
plishments, the best mechanical devices 
and techniques are as idle tools. 
“Someone has estimated that American 
business would show a 20% increase in 
over-all productivity if employes had a 





How to Cut 
Clerical Costs 
and 
improve 
Operations 


Just as sales departments 
have had to buckle down 
and go to work, management 


must now tighten its “clerical 


belt: Office procedure must be 


re-appraised to improve operations and cut costs. 


Since continuing work loads make a reduction in personnel 


out of the question, there is another way that costs can be 


reduced and, at the same time, give you greater office efficiency. 


For 20 years, Statistical has worked with management 


toward this end. These specialists have the experience to 


recommend sound ways to cut your clerical costs. 


As a suggestion, why not talk it over with one of our 


method engineers? There’s no obligation so phone 


or write our nearest office today. 





Oldest end largest independent 


| 
punched-cord tabuloting service 
in the country 


STATISTICAL TABULATING COMPANY 


Established 1933...Michael R. Notaro, President 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 
NEWARK 
National-Newark Bldg. 
MArket 3-7636 


NEW YORK 
89 Broad St. 
W Hitehall 3-8383 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


TABULATING 
CALCULATING 
TYPING 
TEMPORARY OFFICE 
PERSONNEL 


ST. LOUIS 
411 N. Tenth St. 
CHestnut 5284 





better attitude toward their work, and 
employers had a better understanding of 
their employes and their basic aims and 
needs. If this is true, what an opportunity 
we all have to do our part in creating 
conditions to accomplish it! Our whole 
system of economic values depends upon 
a continually increasing level of human 
productivity to support a satisfactory so- 
cial and economic order. People must be 
contented—otherwise social disorders arise 
which will, among other things, prevent 
technological progress and increased pro- 
ductivity,” Mr. Hagaman pointed out. 
“Unless the people who use materials, 
machines and processes are motivated by 
a desire for increased productivity, limited 
fruits will be derived from better tech- 
nology. The motivation of individuals in- 
cludes the motivation of management per- 
sonnel as well as the so-called worker 
personnel. . . . If we are to solve the 
long-range problem of increased produc- 
tivity, business management has to do two 
things better than ever before. These are: 


1. Replan the organization of our man- 
agement efforts so that each first line 
supervisor, whether he be in office or 
factory, can be considered both as 
an individual subject to motivation 
and as a real leader of a small group 
of people who are subject to motiva- 
tion. This is necessarily a hard task, 
but the rewards are great. 

. The management of business, indi- 
vidually and collectively, must de- 
velop some method of knowing 
more about what underlies motiva- 
tion of the individual. . . . 


“In the final analysis all our efforts 
toward increased productivity must be for 
the benefit of the individual. So go into 
partnership with your people—lift them 
up—give them hope and courage. Treat 
them with dignity and consideration. 
Arouse their enthusiasm—give them pep 
and power. Look for the little things to 
keep them happy and productive. With 
the proper leadership you can set your 
standards high and get good results—for 
after all, there is both satisfaction and 
profit in superior work.” 

Mr. Hagaman’s views were presented 
before a meeting of the National Associa- 
tion of Cost Accountants in Baton Rouge, 
La. A member of Controllers Institute of 
America, he is a past president of the New 
Orleans Control. 


Your DOLLAR is worth 100¢ 


Get a full dollar’s worth and still save 

on your stationery and office supplies! 

Write today for our FREE new Spring 

catalog. Here’s an example of the way 

we help you save: 12 Rolls of fresh, 

clear No. 600 Scotch Tape (%” x 2592”) 

at almost the gross price! ($1.10 per roll, FOB: 
Our Door). You save up to $2.00 per doz. Just one 
of the 300 ways to cut office expenses. WRITE: 

J. J. LESTER & CO., INC. 19 W. 44th St., N. Y. 36 
“The cut-price . .. one-price mail order stationers” 
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WHAT IS 
YOUR COMPANY’S 


= -~ ” ° 
~\. ° e \ 
DESIGN... First in importance \\ 
is selection of the proper plan or 
plans for your Company. 


INVESTMENT... Once a plan 
has been established, nothing is 
more important than the proper 
investment of your funds. 


ut) We have had many years of ex- 
|, perience in the design, adminis- 
\\ tration, and investment of all 
mM types of employee benefit plans. 





Write or telephone our PENSION TRUST DIVISION 
55 rom Seats New York 


CITY B. ANK F ARMERS 3 TRUS ST COMPANY 
EAD OFFICE: 22 WILLA 1 dy EET, NEW YORK 
THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





COMMUNICATION IN MANAGEMENT* 
By Charles E. Redfield 


Reviewed by BENJAMIN R. MAKELA 


A malfunctioning in the nervous sys- 
tem of the human body is readily appar- 
ent. If any of the five perceptive senses— 
the reporting senses—tfails to perform its 
delegated function the brain will react 
either improperly or not at all in response 
to outside stimuli. At the same time, the 
inability of the nervous system to trans- 
mit impulses from the brain results in 
grotesque and unhappy movements. 

In the army, the importance of com- 
munications is inculcated into every ofh- 
cer, and military textbooks are replete 
with accounts of battles being lost because 
of poor communications. In military jar- 
gon, the term “lack of communications” 
usually connotes the physical inability to 
transmit reports and orders rather than 
what was transmitted to whom and at 
what time. 

Mr. Redfield postulates the need for 
effective communication in management 
but his emphasis is on the types of com- 
munication. His treatment of the tech- 
niques of communication—what to say 
and how to say it—is cursory. In his analy- 
sis, Redfield points out that there are three 
major flows of communication—down- 
ward, upward and horizontal. In the first 
can be listed such items as directives, 
handbooks and circulars. In the second 
will be found reports, employes’ sugges- 
tions and opinion polls. The third type 
includes the ever popular conference. This 
last is of special significance in view of a 
recent Fortune survey which concluded 
that the average executive spends six of 
his eight office hours in meetings and 
conferences. 

What types of communication take 
place when the executive group of a large 


* Published by The University of Chicago 
Press, Chicago, Illinois. $3.75. Contains fore- 
word by John L. McCaffrey, president, Interna- 
tional Harvester Company, Chicago, Ill. 


organization determines upon a new pol- 
icy and then transmits it to its branch 
offices and subsidiaries? Instead of ome 
act of communication—that of transmit- 
ting the directive to the subordinate units 
—there probably have been as many as 
15 or 20 or even more separate acts of 
communication. 

Somewhere in the organizational struc- 
ture a man conceived an idea. He prob- 
ably talked this over with his associates, 
tried it out on his subordinates, and then 
passed it along as a suggestion or recom- 
mendation to his superiors. Those su- 
periors then may have followed the same 
pattern and then passed it on up to a 
higher level in the business echelon. Later, 
this idea may have been dignified by being 
the subject of a memorandum or paper 
sent for comment to the various divisions 
in the organization. At the executive level 
there would surely have been a conference 
for the final decision. To implement the 
decision, it might then be necessary to is- 
sue handbooks and bulletins and the like. 

Mr. Redfield’s academic approach to 
these processes results in a somewhat 
tautological treatment of the different 
forms of communication. He dwells on 
subjects such as the pagination of manuals 
and handbooks and devotes but a scant 
paragraph to the “Phillips type’ confer- 
ence. The Phillips technique can, of 
course, be an extremely interesting and 
lively form of communication if it is un- 
derstood, but the present book does not 
give either the procedures or pitfalls. 

Acceptance of Mr. Redfield’s basic 
premise on the importance of communica- 
tion raises the obvious question of what to 
say and how to say it. No matter what 
form of communication is used, and ir- 
respective of the direction in which it 
flows, the effort is wasted unless the com- 
municatee reads and understands the mes- 
sage. The reader’s only recourse is to the 
excellent bibliography at the end of each 
chapter. 
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The book is enlivened by occasional 
snatches of wry humor and the insertion 
of gems such as the following, from the 
statement of rules given to employes in 
1856 by Carson Pirie Scott and Company: 


“The employe who is in the habit of 
smoking Spanish cigars, being shaved 
at the Be tary going to dances and 
other places of amusement will surely 
give his employer reason to be suspi- 
cious of his integrity and honesty. 
“Men are given one evening a week for 
courting and two if they go to a prayer 
meeting. 

“After 14 hours of work in the store, 
the leisure time should be spent mostly 
in reading.” 


The author, while familiar with the 
many forms of communication in man- 
agement, is not at all optimistic about the 
success of any one of them. He points 
out, matter-of-factly and objectively, the 
problems that arise from the use of sug- 
gestion systems and opines that this 
method of communication is no longer 
as popular or as useful as has been the 
case in the past. In another instance, he 
uses the classic example of Stuart Rice’s 
analysis of the interviews with 2,000 
destitute at New York’s Municipal Lodg- 
ing House to show that personal bias on 
the part of an interviewer can completely 
negate the results of a survey. In that 
survey, an interviewer, a prohibitionist, 
found that 68% of the respondents owed 
their downfall to liquor and 7% to busi- 
ness conditions; a socialist interviewer 
found that only 22% owed their down- 
fall to liquor while 39% had been afflicted 
primarily by adverse business conditions. 

The author’s insight into human nature 
and frailties is easily seen throughout the 
pages of the book, but the book itself is 
most useful for the discussion of types of 
communication in management and the 


bibliography. 


BARGAINING ON 
PRODUCTIVITY* 


By Fred Rudge 


As recently as five years ago, the num- 
ber of management people interested in a 
guide to bargaining could be counted 
without stopping for breath. They were 
mainly the large companies in organized 
industries. However, employers and 
unions have in recent years been growing 
up in their relations with each other. 
Quietly and undramatically more and 
more companies and unions are turning to 
facts and figures as a substitute for eco- 
nomic force in resolving their differences. 

In this book, “Bargaining on Produc- 
tivity,” the author explains the labor view 


* Published by BNA Incorporated, a division 
of the Bureau of National Affairs, Inc., Wash- 
ington, D. C. $5.75. 





of productivity as it relates to wages and 
how this view developed. Mr. Rudge at- 
tempts to clear up some of the confusion 
that exists over the meaning of ‘‘produc- 
tivity,” describing and evaluating the 
various yardsticks that are available for 
measuring productivity, and concluding 
with a series of highly practical sugges- 
tions to management negotiators facing 
demands for wage changes. 

Of particular interest—even to those 
firms that do not deal with unions on 
wages—will be Mr. Rudge’s explanation 
of how to construct a productivity index. 
This index can tell a very revealing story 
about a company’s efficiency in operations 
and its value could extend far beyond its 
use for wage negotiations. 

“Bargaining on Productivity’ is a new 
approach to labor-management relations 
which, according to the author, should 
help management in its wage negotiations 
with unions. 


1954 PAY ALMANAC* 
By William J. Casey, J. K. Lasser 
and Walter Lord 


In 1954, when workers will outnumber | 


jobs, top talent and experienced men will 
remain scarce and management must con- 
tinue to devise new imaginative ways to 
attract and hold key personnel. In arriving 
at this conclusion the authors have sur- 
veyed the major problems and opportuni- 
ties in rank and file and management pay. 

The authors predict smaller pay in- 
creases, but a continuing push on welfare 


benefits in 1954 wage settlements. To 


guide management’s planning for union 
requests for guaranteed pay, the authors 
analyze guaranteed pay agreements now in 
effect in many firms. 

New developments in employe thrift 
and investment plans, as well as stock 
ownership plans, are studied. The cost and 
relative benefits of various forms of health 
and welfare measures are also compared 
and evaluated. 

Almost one third of the book presents 
comparative data designed to help man- 
agement set intelligent pay policies for ex- 
ecutives, office and production groups. 
Tabular data include pay rates and vaca- 
tion allowances by job, by industry and by 
locality in all areas of the United States. 


*Published by Business Reports, Inc., Roslyn, 
N. Y. $12.50. 
OTHER BOOK ENTRIES 
MEASUREMENT OF PRODUCTIVITY—W ORK 
Stupy APPLICATION AND TRAINING. 
Issued _by the Joint Committee of the In- 





Speeds counting, 


also “rubber stamping,” 


cuts cost! 


A common, and expensive, hidden operating 
cost is the practice of counting or imprinting 
paper items by hand. Few firms compute the 
salary hours spent on such work, or realize the 
substantial savings possible with the Tickometer. 


Manual counting and imprinting are no 
longer necessary—thanks to the remarkable, 
electrically operated 'Tickometer. 


This modern office machine automatically 
counts coupons, cards, transfers, sales slips, 
labels, tabs, tickets, at from 500 to 1,000 pieces 
per minute! It feeds and stacks automatically, 
stops for damaged or irregular items, records 
part and whole runs. 


In many firms the Tickometer is used to 
“rubber stamp,” imprint, date or cancel—as it 
counts. Makers of food and drug products code 
their package labels with it, to prevent imita- 
tions, identify origins, inspectors, factory lots 
—easily, quickly, cheaply. 


Easy to use, the Tickometer does not demand 
trained operators. Rented, rather than sold, it 
pays for itself promptly. 


Want something counted? Call the nearest 
PB office for demonstration, or send for free 
illustrated booklet and case histories. 


Anyone can use the 
Tickometer to count anything 
that needs to be counted . . . at 
speeds up to 1000 a minute! 


Hundreds of firms use the 
Tickometer to code and date 
product labels, coupons, etc., 
—and save printing costs 

as well as time. 





stitute of Cost and Works Accountants | 


and the Institution of Production Engi- | 2 . 
neers. Gee & Co., Ltd., 27-28 Basinghall | PITNEY-BOWES 


St., London, EC2, England. 5s. — Tickometer 


PLANNING FOR WORKER SECURITY AND Cx ‘ I nti Machi 0 Send case studies 
STABILITY. Personnel Series #152. | ounting, {mprinting Machine 


American Management Association, 330 Made by the originators of the postage meter 
West 42nd Street, New York $1.25 . +. Offices in 93 cities in U. S. and Canada. 
’ ‘  » B 


PitNEY-Bowes, INC., 
3044 Pacific St., Stamford, Conn. 


© Send Tickometer booklet 
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FINANCIAL 


PUBLIC 
RELATIONS 


For the Business Corporation 


by Merman S. Hettinger 


Vice President, 
D.M.S. Hegarty & Associates, Inc. 


The first complete guide 
to public relations princi- 
ples and procedures in the 
financial aspects of mod- 
ern corporate activity. 


On whom should the pro- 
gram be focused ? 


How should periodic and 
annual reports be pre- 


pared? 


What information should 
such reports contain and 
how should they be dis- 
tributed ? 


What is the role of the 
press in a financial public 
relations program ? 


To such questions this 
book provides concrete 
answers designed to key 
business policy to the in- 
forming of stockholders, 
employes and the financial 
community in general. 


$3.50 
at your bookstore 


or from 


HARPER & BROTHERS 


49 East 33rd Street 
New York 16, N. Y. 
































NOMA Surveys Communications 
in 2400 U. S. Businesses 


ss bicycles, electric cars, motor 
scooters, dumbwaiters, private televi- 
sion, radio and mobile telephone units are 
among the methods used today for busi- 
ness communications. Although only 2% 
of companies surveyed recently by the Na- 
tional Office Management Association pro- 
vide messengers with roller skates, a sig- 
nificant 13% use dumbwaiters, 6% use 
private radio and 4% use mobile tele- 
phone units. 

But these methods, the survey findings 
show, are merely unique sidelines used to 
ae Major communications meth- 
ods: mail, telephone, telegraph, intercom 
systems and messengers who move by their 
own footpower. 

NOMA has just distributed to its 14,- 
000 members a 28-page report, entitled 
“Office Communications,” which contains 
detailed results of its survey. In all, 2,400 
companies in more than 100 cities 
throughout the U. S. and Canada an- 
swered queries on their communication 
practices. Returns are from offices employ- 
ing a total of more than half a million 
persons. 

Purpose of the published survey re- 
sults, says NOMA, is to enable office ex- 
ecutives to compare the mechanical aspects 
of their company communication systems 
with practices being used by others. 

By this means, areas may be found 
where a company’s communication system 
can be made more efficient and less costly, 
says Ray F. Ramsey, of Owens-Illinois 
Glass Co., Toledo. Ramsey is chairman of 
the National Research Committee of 
NOMA, which handled the survey. 

Throughout the survey summary, statis- 


Should Stock Exchange 


Member firms of the stock exchanges 
should beware of certain tax pitfalls when 
incorporating under the new amendments 
to the regulations, according to a new book- 
let published by Pace College. Entitled 
“Should A Stock Exchange Member Firm 
Incorporate?” the booklet contains the 
proceedings of a Pace College Tax Forum 
attended by 114 representatives of mem- 
ber stock exchange firms in the New York 
area. The Forum was sponsored by the 
Accounting Division of the Association of 
Stock Exchange Firms. 

Leon O. Stock, assisted by Alex Schlaf- 
fer, both of Peat, Marwick, Mitchell & 
Co. and members of the Pace Ccllege fac- 
ulty, conducted the Forum, an outgrowth 
of a six-week Emergency Tax Workshop 
scheduled last Spring to consider amend- 
ments which now permit incorporation. 

In a preface, Dr. Julius Yourman, dean 
of the school of accountancy practice and 


tics and percentages are broken down by 
type of business and size of office. Major 
attention is devoted to usage of telephone, 
telegraph and mail. 

Among the significant findings are: 


Average number of company employes 
oe telephone is 2.9, with a range running 
rom a high of 3.1 in the banking busi- 
ness to 1.9 in construction firms. 

Although training for employes in the 
proper use of telephone is generally re- 
garded highly, practice lags. Fewer than 
half of the responding companies give 
any training at all. A third of the firms 
which do provide telephone training make 
use of training service provided by the 
telephone companies. Construction and 
transportation companies were found espe- 
cially weak in training practices; gov- 
ernment agencies and public utilities were 
high. 

Almost all companies permit employes 
to receive and make personal telephone 
calls in the office. But about 10% require 
workers to pay for the personal calls they 
make. Twenty-three per cent have pay 
station phones available. 

Only 61% of the responding com- 
panies indicated that they give employes 
instruction as to what circumstances war- 
rant use of regular mail, air mail, tele- 
gram, station-to-station telephone and 
person-to-person telephone. 


Copies of “Office Communications” are 
available to nonmembers of NOMA at 
$5.00. Address the National Office Man- 
agement Association, 132 W. Chelten 
Ave., Philadelphia 44, Pa. 


Firms Incorporate? 


business at Pace, states that not all of the 
implications of the amendments to permit 
incorporation by member firms were clear 
even to those advocating the change. ‘“We 
decided to explore the question in a work- 
shop,” he says. The booklet presents a re- 
port of the findings. 

Conclusions drawn by the Forum are 
that the decision to incorporate or not to 
incorporate should be based on an apprai- 
sal of all relevant factors. 

“Since the tax consequences of the fac- 
tors differ widely under varying given cir- 
cumstances,” the booklet states, “every 
recommendation must be made on an in- 
dividual basis. There is no substitute for 
adequate tax planning. The corporate 
form of doing business might be advan- 
tageous for one firm, but not for another.” 

Copies of the booklet may be obtained 
from the Office of Publications, Pace Col- 
lege, 41 Park Row, New York 38, N. Y. 
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You can have the cleanest-looking let- 
ters you ever signed...cost?...about 1 
cent a day... how? by trading in your 
old typewriters at 5 years instead of 10 
...for new Royal Standards, of course. 


From new Royal Standards you get increased typing 
production, cleaner-looking, better-groomed letters, 
memos, and reports . . . higher office morale and 
better employee relations—intangibles that are hard 
to define but mighty apparent when missing. 

You also get the finest, most rugged precision 
writing machines built. They take less time out for 
repairs, too. 

Remember, Royal’s the typewriter preferred 214 
to 1 by people in business who type. 














Gg ~ ELECTRIC » STANDARD 
PORTABLE 


Roytype Typewriter Supplies 


All this is quite a promise, but why not let us prove 
it? Ask your local Royal Representative to give you a 
demonstration (this means he’ll show you how the new 
Royal works and give you the details of the 1-cent- 
a-day story). He won’t have to ask for an order. 


BUILDING, THROUGH BUSINESS, FOR A BETTER AMERICA: support Junior Achievement 











IN CALIFORNIA 
Horton Insurance Analysis Service 


CORPORATE INSURANCE ADVISERS 


—FEE BASIS ONLY— 
714 W. Olympic Blvd., LOS ANGELES 15 











ACCOUNTING 
EXECUTIVE 
WANTED 


Position available in Detroit for 
a man who has had experience 
either as a comptroller or as- 
sistant comptroller in multi- 
plant operations. Position re- 
quires considerable cost experi- 
ence together with other phases 
of executive accounting. 


Excellent opportunity for ad- 
vancements to a man with abil- 
ity and resourcefulness. Please 
forward resume and state sal- 
ary requirements. 


BOX D2101 
THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 











Airline Uses ‘‘Penny Elimination”’ 


in 40 to 50 Currencies 


pss AMERICAN WORLD AIRWAYS, long 
a pioneer in the use of giant transport 
planes, is now pioneering in the use of 
tiny punched cards to keep its fantastically 
complicated international accounts in 
some 40 or 50 currencies. 

John S. Woodbridge, its veteran con- 
troller, tells how through the elimination 
of pennies, a hundred punch-card opera- 
tors keep track of about a million dollars 
every working day, translating sales and 
disbursements into United States money. 

Like the controllers of most other air- 
lines, he would like to see established a 
single international monetary unit for 
travel, such as the theoretical gold franc of 
the International Postal Union, to ease the 
translation of currencies that vary in value 
from day to day. 

“It was said recently in Washington,” 
Mr. Woodbridge commented, “that cleri- 
cal costs on the railroads run to two-thirds 
of a billion dollars a year—a clerical cost 
equal to one-seventh of their total pay roll. 

“When you think of the many curren- 
cies, the many tax laws, labor laws and 
other differences in which international 
airlines inherently operate, along with the 
voluminous and stringent accounting and 
statistical requirements of the Civil Aero- 
nautics Board, we are skirting the danger 
of the clerical bog so troublesome to the 
railroad industry.” 

Progress has been made by Pan Ameri- 
can and other airlines through the Interna- 
tional Civil Aviation Organization, an arm 
of the United Nations, and the Interna- 
tional Air Transport Association, trade 
body of the airlines themselves, which, 
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like I. C. A. O., has its headquarters in 
Montreal. 

Tickets, baggage checks and waybills 
have been standardized throughout the 
world. The customs and immigration pro- 
cedures of the steamship days have been 
adapted to the requirements of fast air 
travel. 

Through I. A. T. A.’s clearing house in 
London and the Chase National Bank in 
New York, interline settlements are ef- 
fected by offset among the lines, with the 
necessity for cash in various currencies re- 
duced to an average of less than 15 per 
cent of the hundreds of millions of dollars 
involved. 

Mr. Woodbridge had high praise for 
the services of the Chase in handling the 
clearing operation for the domestic and in- 
ternational lines. He said that the cost to 
Pan American for clearing $40,000,000 of 
interline business through Chase last year 
had been a grand total of only $2.50. 

The London clearing house carried on 
long studies in an effort to substitute the 
passenger-mile, weighted as to children’s 
fares, round trips, ‘open jaw”’ tickets and 
other classifications, ot currency units in 
interline settlements. Though results were 
closely gee to currency settlements, 
other difficulties presented themselves and 
the plan was not universally adopted. 

Mr. Woodbridge believes that the 
elimination of pennies in accounting can 
be of vast benefit to many industries. 

“By rounding off to the nearest dollar, 
we eliminate half of the impacts in our 
usual transaction in hundreds of dollars— 
the two penny digits and the period that 
separates them from the dollars,’’ he said. 

“Multiplied by the thousands of mil- 
lions of transactions handled in industry, 
elimination of those three impacts, from 
the accountant’s mind, his machine or the 
punch card, can result in handsome clerical 
savings if started from the grass roots of 
the transactions themselves, intelligently 
planned and enthusiastically accepted.” 

Mr. Woodbridge is a member of Con- 


trollers Institute of America. 





TREASURER-CONTROLLER 


Medium-size, well established and progres- 
sive Midwest metal fabricator is seeking a 
qualified man to handle all functions of ac- 
counting controls, finance, and credit. Ac- 
counting degree required. Must be an ag- 
gressive, personable executive who enjoys 
good social and business relationships, and 
has a stable, successful record in metal 
manufacturing. This is an excellent oppor- 
tunity, carrying appropriate compensation 
arrangements, Age 35-45, Your complete re- 
ply will be treated confidentially. 


BOX D2103—THE CONTROLLER 
One East 42nd Street, New York 17, N. Y. 
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Federal Reserve Banks’ 
Earnings—$513 Million 


The 12 Federal Reserve Banks chalked 
up record earnings of $513 million in 
1953, the Federal Reserve Board said. The 
earnings total was some $57 million 
higher than the 1952 record. 

Officials explained that a boost in earn- 
ings was due mostly to higher earnings on 
U.S. Government securities. This reflected 
a larger volume of holdings as well as a 
higher average yield on the securities. 

Earnings from loans to the 6,800 mem- 
ber banks of the Federal Reserve System 
rose to a 21-year high in 1953. Earnings 
from discounts for member banks totaled 
$15 million—$900,000 over 1952. 

Current expenses in 1953 were $114 
million, or $10 million higher than in the 
previous year. This left net current earn- 
ings of $399 million—$47 million above 
1952. 

The 12 “Fed” banks turned over the 
bulk of their net earnings to the U. S. Gov- 
ernment. In accordance with system 
policy, the banks turned $342 million of 
net earnings to the U. S. Treasury. This 
was $50 million more than in 1952. 


TEI Elects Patton as President 


Frederick L. Patton, treasurer, The 
Cambridge Rubber Company, Cambridge, 

ass., was 
elected national 
president of Tax 
Executives Insti- 
tute, Inc., at the 
Mid-Year Con- 
ference of the or- 
ganization. He 
will fill the un- 
expired term of 
Edward H. 
Frink, who re- 
signed due to re- 
quired traveling 
overseas. Mr. Patton is one of the pioneers 
in TEI, having served as national vice pres- 
ident, national treasurer and as a member 
of the Board of Directors. A native of 
Somerville, Mass., he is a graduate of Bos- 
ton University and is a CPA. 

He is an active member of Controllers 
Institute of America and past president of 
the Boston Control; past director and 
member of the National Association of 
Cost Accountants; a member of the Amer- 
ican Institute of Accountants; and a Fel- 
low of the Massachusetts Society of Certi- 
fied Public Accountants. 

He serves as a member of the Federal 
Tax and Steering Committees of the U. S. 
Chamber of Commerce; Federal Tax Liai- 
son Committee to the Director of Internal 
Revenue at Boston; National Committee 
on Federal Taxation of Controllers Insti- 
tute and is a member of the Advisory 
Board of Northeastern University ; the Ad- 
visory Committee of Industrial Account- 


ants, Massachusetts Society of CPA’s. 





MR. PATTON 
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‘| Baltimore Business Form 
takes the place of 5 


Recently, a large retail chain had a 
costly problem. They handled five 
different types of sales, with five differ- 
ent forms, each of which had to be 
followed through multiple operations. 

Management discussed their problem 
with Baltimore Business Form experts. 
Together they designed and produced 
one Form—readily adaptable to other 
types of stores—that could be used for 
all sales, and could be easily followed 
through all voucher processing. Result: 
Time and money saved in both selling 
and office operations. 


WHAT'S YOUR PROBLEM? Since 
1916, Baltimore Business Form’s design 
and manufacturing experts have solved 
countless problems in serving over 
60,000 of the nation’s leading business 
houses. Their wealth of experience in 
designing forms to fill specific require- 
ments ideally qualifies them to help 
you. Remember, often a single sug- 
gestion may save hundreds . . . even 
thousands. . . of dollars for your com- 
pany. So, write us for help in solving 


your business forms problems. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Baltimore Salesbook Company 





The Baltimore Salesbook Company 


3140 Frederick Avenue— Baltimore 29, Maryland 


We are interested in seeing samples of Baltimore Business Forms. 
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Double-rate Declining-balance Writeoff Recommended 


to Offset Understatement of Depreciation Costs 


MERICAN BUSINESS is currently under- 
A stating its consumption of capital by 
about $7 billion annually, as the result of 
inadequate charges to depreciation ac- 
counts. This is the amount which must be 
set aside after taxes if American business 
is to merely recover the value of fixed as- 
sets current!y consumed in its operations. 
Because this amount of capital cost is ex- 
cluded from expense accounts, business 
profits are being overstated in this amount 
annually, and these “paper profits” are 
then being subjected to income tax at the 
present high rates. 

These findings are documented in an ex- 
tensive study of depreciation policy com- 
pleted by the Machinery and Allied Prod- 
ucts Institute. A summary of the study's 
conclusions and recommendations has been 
published, with the full study to follow in 
the near future. 

Of the $7 billion in underdepreciation, 
in excess of $2.5 billion is the result of 
unrealistic writeoff methods, required un- 
der present tax regulations, which seri- 
ously understate the true cost of deprecia- 
tion during the early years of service life. 

The Machinery Institute’s study indi- 
cates that it is normal for productive equip- 
ment to lose at least two-thirds of its value 
in the first half of its service life. The rela- 
tive loss in the case of buildings and struc- 
tures is found to be slightly lower. 

To correct this understatement of depre- 


ciation costs in early service life, the In- 
stitute recommends that taxpayers be per- 
mitted to adopt a double-rate declining- 
balance writeoff, with either group or item 
accounting, as an optional alternative to 
present methods. 

This is termed the most urgently needed 
reform, and should the Government be un- 
able to currently accept the deferral of in- 
come tax revenue which would result, the 
Institute recommends that the transition 
be made gradually over the next few years. 

The greater part of the underdeprecia- 
tion—about $4.5 billion of the $7 billion 
—has resulted from inflation. Even though 
the price level has doubled in the past dec- 
ade, allowed depreciation under Treasury 
Department regulations must be based on 
original cost, and, therefore, the amount 
recovered falls far short of that necessary 
to prevent a loss of capital. 

The Machinery Institute estimates that 
should present tax regulations be contin- 
ued, and even assuming that no further 
price inflation occurs, depreciation allow- 
ances on assets now in existence will fall 
short of replacement costs by as much as 
$70 billion. 

To correct underdepreciation caused by 
inflation, the Institute recommends that 
original-cost book values be blown up to 
their equivalent in current dollars through 
the use of an official set of multipliers. 

In calling for tax depreciation reform 


HAVE YOU A PERSONNEL PROBLEM? 


the Institute states: ““Current tax deprecia- 
tion policy is not only inequitable, it con- 
stitutes a dangerous drain on the capital 
funds available for the replenishment and 
improvement of our productive capacity. 

“It is a drag on progress in an era when 
our world responsibilities, not to mention 
our Own advancements, call for all the 
progress we can achieve.” 


“Bad Guess” on Security 


The bad guess about the Nation’s 
growth in population has seriously affected 
the Social Security System of the Nation, 
according to Representative Carl T. Cur- 
tis of Nebraska. He declared: “When 
Congress created the Social Security law 
in 1934 it had relied on the word of 
government experts that the United States 
would have a population of 141 million 
in 1950 with 10.8 million persons 65 or 
older.” 

As it turned out, he said, there was a 
population of 151 million in 1950 with 
12.2 million citizens 65 or older. 

Mr. Curtis is chairman of a House sub- 
committee studying possible changes in 
the Social Security system in the light of 
present economic conditions. 

Actuaries for the Social Security Ad- 
ministration now estimate that if the 
present law remains unchanged costs will 
run almost $1 billion or more a year than 
previously expected, starting in a few 
years and running beyond the year 2000. 

Their new figures indicate that higher 
tax rates may have to be adopted eventu- 
ally to meet the death and retirement bene- 
fits promised to millions of workers. 


Instead of attempting to avoid personnel problems, Amer- 
ican University of Washington, D. C., is actually asking for 
them, particularly business problems concerned with super- 
visory functions or human relations. These are sought as 
case-study material for the University’s course in ‘‘Supervi- 
sion in Industry’ where they will be subjected to critical eval- 
uation. The students in the course are largely graduate stu- 
dents with extensive experience in the personnel field and, 
according to the announcement, the class will report to the for 
cooperating firm, after analysis by the class, its recommenda- 
tions for solution of the problem submitted. 

Business concerns wishing to avail themselves of this un- 
usual service should submit problems immediately to The 
American University, Washington, D. C., attention of Pro- 
fessor J. Harvey Daly, Department of Business Administra- 
tion, 1901 F Street, Northwest, Washington 6, D. C. Profes- 
sor Daly will edit the case studies before presenting them 
to the class for group analysis. Names of all firms will be 
kept confidential. The American University offers this serv- 
ice to the business community completely free of charge. 





STATISTICAL CONTROLS 
and 


SAMPLING PLANS 


THE OFFICE 


@ Send for folder on reducing 
clerical costs and improving 


managerial controls. 


ALEX L. HART ASSOCIATES 
35 Wall St. New York 5, N. Y. 
Whitehall 4-5896 
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ORDER-INVOICE SYSTEM : PARTS ASSEMBLY SYSTEM 
Saves $12,000 A Year ¥ Eliminates Errors 


Cuts employee turnover ee Saves $8,190 Yearly 
to minimum Dictating Machine Mfr.* 
Paint Sprayer Mfr.* 


PURCHASE-RECEIVING 
SYSTEM 
Saves time, $50,000 Yearly 


Aircraft Mfgr.* 


PRETTIEST PROFIT 


PICTURES you ve ever = 5 i pitto METHOD EASILY SOLVES 
seen... thanks to fh, COMPLICATED AUTOMOBILE 


D ITTO 3 vy, POLICY ISSUANCE SYSTEM 
® . Saves $108,500 Annually 
One- Writing Systems I | Insurance Co. 


... 


Investigate the DITTO one-writing ee 
systems for your company and soon weap so a aS 
; ; ; ease send me intormation on the 
ae re stop pouring profits into paper one-avllian anions toe 
“ ie ‘ Order-invoice 0 Back Orders O Acct’s Rec. O 
With the DITTO principle you write Pencil Orders Parts Assembly O ! 
one master copy and reproduce all other Production Orders == Purchase Receiving | 
copies from it. Eliminates retyping, Payroll Insurance Hospitals O 
proofreading, human errors. Cut pay- Consumer Loan O 
rolls. Make as few or as many copies as COMPANY | 
you want (cut stationery costs) of | 
| 








almost anything you want (no printer NAME 

to pay). ADDRE 
Get profits in your pocket. Check ” 

the coupon for the system that most CITY STATE 

interests you. DITTO, INC., 2215 W. Harrison St., Chicago, 12, Ill. 








*Write for these cost and efficiency studies or in In Canada: DITVU of Canada, Ltd., Toronto, Ontario 
others in your field. suis e 








When your traveling personnel 
reimburse themselves by means 
of controlled, protected 
TRAVELETTER credentials, 
your company benefits by saving 
the administrative and clerical 
costs of expense checks, by 
speeding auditing procedures, 


Leading U.S. Industries 
are saving 
TIME & MONEY 
in handling 
TRAVEL EXPENSES 


by improved expense control. 
And the traveling man becomes 
more efficient without the worry 
of being delayed or stranded 
without funds. 


A partial list of 
TRAVELETTER system users 
appears below. 





Yc Cyanamid Company 
y, Prentice-Hall, Inc. 


American Home Foods, Inc. 
R. G. LeTourneau, Inc. 
Binney & Smith Co. 
Lionel Corporation 
Bauer & Black Div. of The Kendall Co. 
} U.S. Time Corporation 
t Western Electric Co. 
Wm. Wrigley, Jr., Co. 
The A. C. Gilbert Co. 
International Cellucotton Products Co. 
Sunkist Growers, Inc. 
Pennsylvania Salt Mfg. Co. 
True Temper Corporation 


‘ Commercial Solvents Corporation 
\ Diamond Alkali Co. 4 
~ ; 


You'll be pleased to learn of the advantages your company 


Productivity: An Important 
Function in Management 
(Continued from page 114) 


benefits of improved productivity should 
go to labor in the form of higher wages. 

Statements from various groups of the 
CIO indicate that they feel the large share 
of benefits from improved productivity 
should be passed on to labor individually 
and collectively. 

You will notice in all this that the in- 
vestors and the public-at-large are not get- 
ting much of a ere If the law of dimin- 
ishing returns is beginning to take over 
and we are at the point where only modest 
returns in increased productivity can be 
anticipated, then we must give the investor 
greater consideration if he is going to 
continue to supply the money for research 
and improved facilities. The modest, 
doubly taxed, dividend check of prior 
years will not be an attractive proposition. 
Up to now, the chief akeakes have 
been labor, in the form of higher wages, 
fringe benefits, and working conditions, 
and the consumer, in the form of low 
prices. 

It is quite probable that for the near 
future the benefits of improved produc- 
tivity will continue to be distributed be- 
tween labor and the consumer in accord- 
ance with the bargaining pressure which 
each party is able to successfully apply. 
Every management should continuously 
appraise the benefits being realized from 
increased productivity, and the manner in 
which these benefits are being distributed 
to labor, to the public, and to the investor. 
There should be balance in the distribu- 
tion. 

Some of these remarks have been op- 
timistic; others point to a change in trend 
which will require understanding, skill, 
imagination, and courage on the part of 
management if they are to continue the 
traditional upward trend in productivity 
in the face of greater resistance. There is 
no ceiling on brains, and those that op- 
erate with the greatest intelligence dur- 
ing periods of change usually come out 
with a competitive advantage. One thing 
is sure: if all of us turn out the maximum 
for every hour we work, and keep a con- 
structive attitude toward technological 
changes, we will continue to have the 
high standard of living we have always 
enjoyed and the strength that will protect 
our peace and our freedom. 


A BOOKLET 


containing Mr. Roberts’ talk is available 
by addressing requests to Albert Ramond 
and Associates, Incorporated, Tribune 
Tower, Chicago 11, Illinois. 


can enjoy by using the TRAVELETTER system, too! 


write for information... 


TRAVELETTER 


CORPORATION e SINCE 1894 e GREENWICH, CONN. 
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Electrifying 


Announcement! 


For 21 years, IBM has been making the finest 
typewriters in the world! 

And now two new model IBM Electrics are ready for 
you—the new Standard and the new Executive *! 
These new IBM’s have exciting new features 

never before available on any typewriter! 

And the work anyone can turn out is so fine 

that every letter is a masterpiece of typing! 

You can get all the facts about these beautifully- 
designed IBM’s by writing to: 


IBM INTERNATIONAL BUSINESS MACHINES, DEPT. CN 
€ , V V 590 Madison Ave., New York 22, N. Y. 














Electric ‘Typewriter 


*Trade Marks 





Aid for Executives with Personal Writing Problems 


— CORPORATION is paying a 
professor of English literature to clear 
away a “major obstacle” to the careers of 
two promising junior executives. The ob- 
stacle is poor English and sloppy writing. 

The “tutor” is Professor Edward L. 
McAdam, Jr., of New York University. 
His “pupils” are an economist and—par- 
adoxically—a public relations executive. 
They and their company want to remain 
anonymous. 

It was the company’s idea to engage an 
expert to correct the serious writing de- 
fects of the two young executives. ‘“The 
company is most anxious to keep and ad- 
vance the men because of their unusual 
abilities in their specialized fields,” Pro- 
fessor McAdam says. “But they had 
reached the point where they could not 
expect advancement unless their writing 
took a substantial turn for the better. In 
the case of a secretary or a clerk, such a 
glaring defect might lead to dismissal. But 
because these men are experts and of 
executive calibre the company took the 
unusual step of engaging a private tutor.” 

Business is increasingly aware of the im- 
portance of its executives’ ability to com- 
municate, says Professor McAdam, and 


the use of speech clinics and consultants 
by businessmen is fairly common. But as 
far as he knows, this is the first time a 
major corporation has sought outside aid 
for executives with personal writing prob- 
lems. 

Professor McAdam, who is chairman of 
the department of English at NYU's Col- 
lege of Arts and Science, has been working 
with the businessmen—through assign- 
ments, individual tutorial sessions, and a 
continuing appraisal of their writing—for 
five months. Their superiors in the com- 
pany have noted a marked improvement in 
their writing. 

The economist’s duties include the writ- 
ing of reports on market conditions, em- 
ploye stock purchase plans, and similar 
matters. The reports go to top management 
and are often the basis for production or 
policy decisions. 

The public relations man is responsible 
to a great extent for the corporation's com- 
munity relations in more than 30 plants 
throughout the country. He often writes 
speeches for local plant supervisors and 
other company representatives. He must 
make written evaluations of the commu- 
nity relations programs of other corpora- 
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tions and reports on his extensive field 
trips. 

“He was particularly given to very 
flowery, Victorian language,” Professor 
McAdam says. “He would sometimes 
write a speech for a plant foreman that 
contained extremes in ornate, overliterary 
phraseology. The foreman would just 
scratch his head. The company could 
hardly be expected to communicate effec- 
tively with its public. 

“In guiding the two men in the effective 
use of the English language, I use the same 
precepts that are applicable to my stu- 
dents,” Professor McAdam comments. ‘I! 
impress on them that effective writing 
means proper organization of what you're 
trying to say, directness in saying it, and 
clarity and simplicity in the choice of 
words.” 

Professor McAdam is an authority on 
English literary history of the 18th century, 
editor of an anthology of the poems of 
Samuel Johnson, and author of “Dr. John- 
son and the Law.” 


COLLEGE-TRAINED EXECUTIVES 
CAN STILL LEARN 


Lack of education was not the factor 
in the executives’ writing deficiency, Pro 
fessor McAdam points out. The public re- 
lations man had two years of college train- 
ing and the economist has a master of arts 
degree. “The trouble is that they were so 
intent on content they paid no attention to 
the presentation. As a result, the important 
things they have to report were often 
stated in a muddy and confused way. 

“Instead of making an orderly pres- 
entation, they expressed their thoughts in 
free association, as ideas occurred to them. 
Another common fault was their neglect 
of their audience, talking down to or over 
the heads of the special group they were 
addressing.” 

Professor McAdam examines all the 
writing done by the executives in the 
course of their work. They send him re- 
ports, speeches, and other business writing 
in its early stages, before revisions by 
superiors. He checks errors in organiza- 
tion, presentation, and grammar. After the 
first few sessions, Professor McAdam be- 
gan to ask his pupils to point out the error 
in a particular underlined passage.“‘Once 
the mistake is pointed out, they usually 
recognize why they went off,” he reports. 

Professor McAdam meets with each of 
his charges for a half hour once a week. 
The company treasurer, who originated 
the idea, first planned to have instruction 
given to a class of six. This was rejected 
because it was felt that self-consciousness 
or possible embarrassment among business 
associates might reduce the effectiveness of 
the instruction. 
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In any time left after criticism of the 
pupils’ writing Professor McAdam has 
the two men work with an English text- 
book. He assigns exercises from the text, 
but admits that “homework” is not entirely 
effective because of the executives’ limited 
time. 

Both men are “extremely cooperative 
and pleasant to work with,” says Profes- 
sor McAdam. “They're pretty realistic 
about the problem and there is no uneasi- 
ness or resentment.” 

If the experiment with the economist 
and the public relations executive is suc- 
cessful, a company spokesman said, there 
is a possibility that a lecture in effective 
writing will be added to the company’s 
trainee program. 

“This case reflects, I think, the recent 
complaint from many quarters that read- 
ing, writing, and arithmetic are being 
neglected on all educational levels,” says 
Professor McAdam. “Business realizes 
that the technically qualified person can- 
not be fully effective without these essen- 
tials.” 


500 Professional Auditors 
Needed by the Army 


The Army Audit Agency needs 300 
auditors by June 1954 and an additional 
200 by June 1955 for two audit programs: 
Contract costs of industrial firms, and in- 
ternal audit of the Army. 

The latter program is the result of a 
Congressional mandate in the Budget and 
Accounting Act to apply improved ac- 
counting and auditing practices in gov- 
ernment for greater management effi- 
ciency. Supervisors and journeymen are 
needed to direct and perform surveys and 
audits of accounting systems, operations, 
procedures, and internal controls. 

The Agency, headquartered in Wash- 
ington, D. C., has regional offices in At- 
lanta, Chicago, New York, Philadelphia, 
San Antonio, and San Francisco with 
branches in other principal cities. Jobs 
are available paying from $4,205 to $11,- 
800; however, the majority of positions 
is within the salary range of $5,940 to 
$8,040. 

There is no written test; the Civil Serv- 
ice examination is an evaluation of ap- 
plicants’ education and experience. Appli- 
cations are rated by professional auditors 
serving on Boards of Examiners. 

Instructions for filing applications, ex- 
perience requirements, and addresses of 
Boards are in Civil Service Announcement 
#345 (no closing date) obtainable at first 
class post offices with application forms. 














APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK, N. Y. CHICAGO 








PITTSBURGH ST. Louis 
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FOR SOUND INSURANCE 
PROTECTION 


of your interests in 
foreign lands 


AFIA protection, through its member companies 
is based upon professional observation and skilled 
interpretation of foreign laws and conditions. 


eFIRE 
eMARINE 
e CASUALTY 


Your agent or broker will be glad to get from AFIA 
full information on any specific risk. 

















AMERICAN FOREIGN 
INSURANCE ASSOCIATION 


161 William Street « New York 38, New York 


CHICAGO OFFICE: Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Llinois 
DALLAS OFFICE: Mercantile Bank Building, 106 So. Ervay Street, Dallas 1, Texas 
LOS ANGELES OFFICE: Pacific Mutual Building, 523 W. 6th Street, Los Angeles 14, California 
SAN FRANCISCO OFFICE: 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE: Woodward Building, 733 15th Street, N. W., Washington 5, D. C. 


TWENTY-FOUR AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 











Improving Controllership 


An yth in g f olded toda Y through Probability Statistics 


(Continued from page 109) 


tA tA >? 
in you r office f i From published tables, it will be found 
Jn that a minimum of 89 vouchers—selected 
Mark it d i d-ink \. at random—must be examined before 
‘ aie: ‘alauecere va die bag oe . the decision, “ok”, should be made. If 
tion if it was a quantity job, folded ‘ ; there are no errors in those 89 vouchers, 
by hand! Circular letters, invoices, test-checking can stop. The examination 
catalog sheets, announcements—all = that the paid vouchers file is 
these, and many other items that have = Cine. £ Suppose three errors are found in those 


to be gotten out every day, week or 89 vouchers. Trouble is indicated. As a 
month, can be turned out with a PB a te , matter of fact, if two errors were found 
. : in the first 29 vouchers examined, trouble 


folding machine at a fraction of the * would be indicated. Suppose one error 
cost of hand folding. were found in those 89 vouchers. No de- 
The FH model is small, easily ae ee be made. The examination 

: : : : should continue. Let 71 more vouchers 

— — er nt, es foot : . be examined—a total of 160 vouchers. 
and electrically driven, it is accurate, ki . Suppose no more errors appear; only one 
fast and easy for anyone to operate; : error has shown up in the 160 vouchers 
can make two folds at once; can : | > examined. The decision, “‘ok’’, could now 

- . be made. 

double-fold 834 x 11 sheets up to = al ; F Elec -logicst; objective reasoning bes 
5000 per hour. Itcanmakeeight /4 ; 3 been applied to test-checking. What a 
different folds in sheets as large 4 | ' much stronger position the controller's 
as 814 x 14 inches, as small as ] . : representative is in to justify his findings 


3x 3inches, and of many _ -_ : ad Conn 
different paper weights. ‘ ead CONCLUSION 

It takes less than a ~f _— 3 te. Controllers do have a potentially very 
; powerful device for effectively reducing 


minute to set the FH 
guesswork in decision-making. However, 


4p _. Paige: ee — ; the laws of probability do not take the 
move two knobs to pow A place of judgment; they are only a guide. 


The basic ideas proposed here for con- 
sideration can suffer from too much 
mathematics and too little application of 
common sense. Many professions at the 
present time are using probability statis- 
Not much larger than a standard tics as a highly valuable auxiliary. Are 
typewriter, and costing even less, the controllers? It would seem that there are 
; pa j : extra dollars to be made and time to be 
a , FH is a great convenience in any | saved by those who learn how to use 
/ office, large or small... quickly pays probability statistics effectively. 
Easy! Fold sample sheet. Measure the for itself. Ask the nearest Pitney- Will controllers be progressive enough 
Riki tis teatel sake, “Than... Bowes office to showyou—or send the to investigate and experiment thoroughly 
with this potentially powerful device? 
coupon for a free, illustrated booklet. Only time will tell. The challenge is 
here. The opportunity is here. The basic 
mechanism is here. Where is action on the 
part of controllership leaders? 


adjust for the folds wanted. 


Fully automatic model 
FM folds up to 19,000 
sheets per hour. 


Move indicator knobs to widths wanted 
... And it’s ready to go! 





PITN EY- BOWES Beige a Conn, be 
Foldi n g M a chi n e Ss Send free booklet on Folding Machine to: ™ : 


Name ; 
MEATE 





Made by Pitney-Bowes, Inc. . . . originators 
- 
PRY of the pustage meter . . . 93 branch offices, . 
By of the pustag ffi Firm 


with service in 199 cities in U.S. and Canada. “Now you take some of me—the wife will never 


Address believe | worked with you until three in the 
morning, going over the accounts. 
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OF INTEREST TO EXECUTIVES OF CORPORATIONS CONSIDERING 
FOREIGN OPERATIONS OR INVESTMENT 


The timeliness of considering foreign 
operations is pointed up by a stimulating 
article titled “Time to Crack the Foreign 
Markets,” which appears in the March 
1954 issue of Fortune. 

Three recent publications by the U. S. 
Department of Commerce will be helpful 
aa of interest to corporate executives in- 
terested in this question and the alterna- 
tives of solving it. The first of these re- 
ports is: 


“Factors Limiting U. S. Investments 
Abroad” (Superintendent of Documents, 
U. S. Government Printing Office, Wash- 
ington 25, D. C., 55 cents). 

This readable report, as the title indi- 
cates, emphasizes the difficulties in estab- 
lishing foreign operations, discussing the 
nature and relative importance of these 
impediments with reference to the under- 
lying situation in leading foreign coun- 
tries. There are four basic sections to this 
report, each dealing with a major geo- 
graphical area and selected countries within 
each area. These areas are: The Ameri- 
can Republics, Western Europe, Near East 
and Africa, Far East and Australasia. 


Countries covered within each of these 
areas have been selected because they fall 
into one or more of the following cate- 
gories. 


1. Countries in which significant invest- 
ment opportunities exist but to which 
American capital is not moving in ap- 
preciable quantities ; 

2. Countries most typical of various 
stages of economic development ; 

3. Countries with the greatest accumu- 
lation of U. S. direct capital investment ; 

4, Countries having the greatest rate of 
flow of private U. S. investment since 
World War II; and 

5. Countries which have received the 
greatest amount of U. S. economic aid. 


In addition to the above basic report, the 
Controllership Foundation library has also 
received two more extensive studies of in- 
vestment in individual countries. These re- 

ort in detail both favorable and unfavora- 

le investment factors and they are the first 
two of a projected “investment guide” 
series. Both reports can be obtained from 
the Superintendent of Documents, U. S. 
Government Printing Office, Washington 
25, D. C., at prices indicated: 


Investment in Colombia, 55 cents 
Investment in V enezuela, $1.00 


A third report is now in preparation for 
the investment guide series entitled “In- 
vestment in India.’ Time of publication 
and price have not been announced. 


CREATIVE THINKING NEEDED FOR AUTOMATION 


Controllership Foundation’s digest of 
John Diebold’s AUTOMATION empha- 
sizes the importance of creative or rethink- 
ing in business management and develop- 
ment. The following excerpts are quoted 
from the digest: 


Loose Thinking 
Much of the published material on auto- 
matic processes presents the problem as 
= one of control. Very little has 
een said about the underlying techniques 
which are the really important part of these 
new devices and which can permit design 
of entirely new industrial equipment. 


Essential Elements 

Although automatic control mecha- 
nisms are necessary elements . . . they 
are not sufficient in themselves. Other ele- 
ments essential to developing fully auto- 
matic processes and factories are: 

Product and process redesign. 
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Analysis of processes in terms of func- 
tions rather than steps now being per- 
formed. 

Rethinking the entire operation. 

Those are often infinitely difficult prob- 
lems which, nevertheless, must be solved. 


Rethinking Essential to Automation 
Rethinking is an attitude, a state of 
mind. It is an ability to get outside of a 
problem that seems insoluble and approach 
it in a new and different way. It is a con- 
stant re-examination of whether the prob- 
lems we are wrestling with are really the 
problems we should be trying to solve. Re- 
thinking is a constant awareness of the end 
functions of a product or process and a 
continued questioning of whether those 
functions can be performed as well or 
better by making slight variations in it or 
by making fundamental changes or even 
changing to a new basis which will permit 
automatic production. 
—HERBERT F. KLINGMAN 





£°Stimulating” . . . 


© Informative” ... 


©€Concise” ... 


These ,are comments used by 
members of Controllers Institute, 
and other executives when order- 
ing additional copies of 


Controllership Foundation’s 
Book Digest 


AUTOMATION 


based on John Diebold’s book of the 
same title published by D. Van Nostrand 
Company, New York. 


More and more companies are 
placing quantity orders for this 
down-to-earth, concise digest. 
They are distributing it to their 
key personnel as a guide to ap- 
praising potentialities of elec- 
tronics for their operations. 

Tap the reservoir of composite 
know-how and skills of your com- 
pany’s key personnel by supply- 
ing them with copies of this 
digest for their information. 
Stimulate them to think creatively 
about the possibilities of automa- 
tion for your company. 


PRICES 


INSTITUTE NON- 
MEMBERS MEMBERS 
COPIES FOUNDA- AND 
PER TION SUB- NON-SUB- 
ORDER SCRIBERS SCRIBERS 
lto4copies $.75each $.75 each 
5 to 9 copies ps Ns nm 
10 to 24 copies .55 “ .60 
25 to 99 copies 40 “ 50 
100 or more 
copies 0 -* A0 


CONTROLLERSHIP 
FOUNDATION 


Research Arm of Controllers 
Institute 


ONE EAST FORTY-SECOND STREET 
NEW YORK 17, N. Y. 








Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


PROMOTIONS... . 

D. H. Tyson (#736-1936), controller and as- 
sistant treasurer, Botany Mills, Inc., Passaic, 
N. J., now treasurer, succeeding George W. 
Shaddock, now president. . . . Edwin H. Brown 
(#4814-1950), comptroller, Petco Corporation, 
Milwaukee, Wisconsin, recently named financial 
vice president....J. W. St. Clair (#836- 
1936), vice president in charge of finance, 
Hajoca Corporation, Philadelphia, elected ex- 
ecutive vice president. Mr. St. Clair served as 
president of the Philadelphia Control of Con- 
trollers Institute, 1945-1946. . .. Walter S. 
Holmes (#6115-1953), who has been acting con- 
troller of RCA, New York, since the resignation 
of Ronello B. Lewis (#5073-1951) to join 
Mathieson Chemical Corporation, was elected 
controller. He has been with RCA since 1947. 

Frederick £. Burnham (#2760-1943), vice 
president and controller, Fruehauf Trailer 
Company, Detroit, Mich., now financial vice 
president. . . . Francis M. Hernan (#3962- 
1947), succeeds Mr. Burnham as controller. 
He had been assistant controller in charge of 
plant accounting for the past two years. Prior 
to joining Fruehauf, Mr. Hernan was budget 
director, Anchor Hocking Glass Corporation 
for three years. 

W. F. Hoeppner (#5401-1951), comptroller 
of Capehart-Farnsworth Corporation, Fort 
Wayne, Indiana, since 1949 has been appointed 
assistant to the president. . . . P. H. Hartman, 
treasurer of the company since 1948, has as- 
sumed the management of the comptroller’s 
department, a position vacated by Mr. Hoepp- 
ner s promotion. 

William J. Hogan (#2804-1943), vice presi- 
dent and treasurer, American Airlines, Inc., 
New York, now vice president-finance under 
recent reorganization of its operations. 
James D. Stearns (#4699-1949), vice president, 


R. R. Donnelley & Sons Company, Chicago, 
elected executive vice president. . Robert L. 
Tetro (#4023-1947), controller, The E. Ingra- 
ham Company, Bristol, Conn., was succeeded 
by James R. Lombard upon his election as execu- 
tive vice president. Mr. Tetro has been with 
the company since January 1948. 


Parker-Condaz 


MR. ST. CLAIR 


Edward A. Johnson and Robert P. Logue pro- 
moted to assistant general auditors of Minne- 
sota Mining & Manufacturing Co., St. Paul. 
. . . K. C. Prange elected assistant secretary of 
California Trust Company, Los Angeles. 

Milwaukee Lace Paper Co., Milwaukee, ad- 
vances Henry E. Stoecker to the office of con- 
troller, and Rudolph J. Lamping to assistant con- 
troller. . . . Harry J. Miller appointed comp- 
troller of KLM Royal Dutch Airlines, North 
American Division, New York. . . . Named 
treasurer of American Gas & Electric Company, 
New York, is E. A. Hengst. Mr. Hengst has 
also been named treasurer of all AGE subsidiary 
companies, including the AGE Service Corpo- 
ration. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your May issue, we should be notified of your new ad- 
dress before April 1. Be sure to include your postal zone 
as well as your old and new address. 





THE CONTROLLER 


MARCH 1954 





142 


MR. HOEPPNER 


ADDITIONAL DUTIES FOR... 

William G. Torrace, Standard-Toch Chemicals, 
Inc., New York, now vice president and comp- 
troller. . . . L. Paul Gilmore, The Austin Com- 
pany, Cleveland, adds the duties of treasurer 
to those of vice president and controller previ- 
ously carried. . . . Harry S. Cooper (#6055- 
1953), controller, Hill and Knowlton, Inc., 
New York, is now secretary and eontroller. 

C. B. Vernooy (#2202-1942), assistant 
comptroller, United States Steel Corp., New 
York, is also comptroller of the newly formed 
subsidiary, U.S. Steel Credit Corp. . . . M. M. 
Woltz (#1283-1938) now treasurer as well as 
comptroller, Coast Manufacturing & Supply 
Co., Livermore, Calif... . J. Mills Hawkins 
(#377-1934), since 1942 controller, Phelps 
Dodge Corporation, New York, recently elected 
vice president and will continue as controller 
in addition to new duties. 

Carl M. Blumenschein (#3449-1945), control- 
ler, Container Corporation of America, Chi- 
cago, Ill., has been elected vice president and 
controller. He will assume responsibilities in 
connection with the corporate budget. Mr. 
Blumenschein joined Sefton Manufacturing 
Corporation in 1928 and remained in that 
company until its merger with Container in 
1930. He served as president of the Chicago 


MR. PARSHALL 


Control of Controllers Institute, 1953-1954. 
. . . W. Raymond Parshall (#3530-1945) has 
been elected treasurer and a director of Fed- 
eral Electric Products Company, Newark, N. J. 
He will continue to hold the title of controller. 

Willis T. Windle (#4798-1949), treasurer- 
controller, the Carborundum Company, Niagara 
Falls, N. Y., has also been named treasurer- 
controller of Borolite Corporation, recently 
formed by Firth Sterling Inc., American Elec- 
tro Metal Corporation and the Carborundum 
Company. ...H. W. Sphar (#5553-1952), 
vice president, Pocahontas Fuel Company, Inc., 
Pocahontas, Virginia, was recently elected sec- 
retary as well as his present title, succeeding 
L. B. Crawford, retired. 


NEW CONNECTIONS ... 

Honorable Spencer E. Bates, former president 
of the New York State Tax Commission will 
become a member of the firm of Mattersdorf 
& Allen, whose name will be changed to Bates, 
Mattersdorf & Allen, New York. . . . David 
McGilvray (#1258-1938) has been elected vice 
president of the Fyr-Fyter Company of Dayton, 
Ohio. Mr. McGilvray for the past six years 
had been president of the E. H. Hotchkiss Com- 
pany, Norwalk, Conn. . . . Frederick F. King 


* (#3517-1945) has joined Champion-Interna- 


tional Paper Company, Lawrence, Mass., as 
controller. He was formerly controller of 
Sprague Steamship Company, Boston, Mass. 
Herbert S. Hopkins (#5866-1953) is now con- 
troller, Axelson Manufacturing Company Di- 
vision, Pressed Steel Car Company, Inc., Los 
Angeles, Calif. He was formerly controller, 
Trane Company, La Crosse, Wis... . 
Stewart Hotchkiss (#2169-1942) has been elected 


















MR. GOTTSCHALK 


treasurer of the Title Insurance & Trust Co., 
Los Angeles. He was formerly associated with 
Western Gear Works, Lynwood, Calif., as 
manager of finance... . Jay £. Hummer 
(#6046-1953), former comptroller, Lehigh 
Navigation Coal Co., Lansford, Pa., is now 
chief accountant, American Car & Foundry 
Company, St. Charles, Mo. 

Oliver A. Gottschalk (#4362-1948) is now 
assistant controller, Carborundum Company, 
Niagara Falls, N. Y. He was formerly vice 
president and comptroller, Lehigh Warehouse 
& Transportation Co., Newark, N. J. Mr. Gott- 
schalk served as president of the Newark Con- 
trol of Controllers Institute, 1952-1953... . 
Albert G. Nelson (#4397-1948) is now comp- 
troller, Detroit Division, Hupp Corporation, 
Detroit. . . . William E. Hornig (#6067-1953) 
is now controller, The Midland Steel Products 
Company, Cleveland, Ohio. He recently re- 
signed as treasurer of the Elwell-Parker Electric 
Co., of the same city. ... Earl E. James 
(#4315-1948) recently severed his connection 
as controller of the Westfield River Paper 
Company, Russell, Mass., to join the North 
Bennington, Vermont, plant of Polygraphic 
Company of America, New York, as executive 
vice president and member of the Board. 


NEWLY CREATED OFFICES .. . 

Elected to the newly created positions of 
vice president for finance of Harris-Seybold Co., 
Cleveland, is Joseph W. Powell Jr. . . . to the 
newly created office of executive vice president 
of Maryland Drydock Company, Baltimore, 
William Purnel Hall... . As executive vice 
presidents, newly created positions in the 
American Gas and Electric Service Corporation, 
New York, Graham Claytor, H. A. Kammer, Don- 
ald C. Cook. All three had been vice presidents. 

. . Hareld H. Cauvet (#5137-1951) has been 
named to the newly created post of director of 
electronic applications, General Foods Corpora- 
tion, New York. 


RETIREMENTS .. . 

After 35 years of service in various branches 
of Eastman Kodak Company, Raymond H. 
Farmen’s retirement was announced recently. 
At the time of his retirement, Mr. Farmen was 
comptroller of Eastman Kodak Company’s 
Kodak Park Works. . . . Harry H. Weinstock 
(#69-1932) was recently given a testimonal 
dinner by 100 of his associates upon his re- 
tirement as chief auditor of the New York 
Times. Mr. Weinstock joined the Times as 
auditor in 1910. Active from the early days of 
Controllers Institute in its affairs he served 
as a national director 1932-1937, and as chair- 
man of many of its committees, 1935-1939. 


TOP MEN... 

Effective May 1, W. Rankin Furey will become 
president of Berkshire Life Insurance Co., 
Pittsfield, Mass., and Harrison L. Amber will be- 
come chairman. .. . Incorporated Investors, 
Boston, has elected William A. Parker as Board 
Chairman and Charles Devens as presid-nt. . . . 
Archibald H. McAuley is now president of North 
American Reassurance Society, New York. 
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MR. McGILVRAY 





Tlunziker 


Moffett 





MR. BLUMENSCHEIN 


NEW VICE PRESIDENTS .. . 

William J. Ulrich, Carborundum Co., Niagara 
Falls, N. Y. . . . Gustav A. Schwenk, Jr. and 
E. K. Mann, Jr., Bohn Aluminum & Brass Corpo- 
ration, Detroit. . . . Edward L. Saxe appointed 
vice president and assistant to the president of 
CBS Television, New York. ... W. Randle 
Mitchell (#3759-1946), controller, The Ameri- 
can Pulley Company, Philadelphia. . . . Of the 
Marine Midland Trust Co. of New York, 
Matthew E. Coffey and Will’am M. Bedell. . . . 
Of Commercial Credit Co., Baltimore, Berthold 
Muecke, Jr. 


NEW APPOINTMENTS .. . 

Robert W. Vogel (#3029-1944) now control- 
ler, Champion Spark Plug Company, Toledo. 
. . . Frederick H. Ehlers, named assistant control- 
ler of Kendall Company, Walpole, Mass. .. . 
Three new assistant controllers of Hewitt- 
Robins Inc., Stamford, Conn., are Austin Frank- 
lin, Howard Stoughton and R. B. Lape. Also E. P. 
Meyer and E. G. Shuttleworth as controllers of the 
company’s plants in Buffalo, N. Y 
Frederick E. Burnham (#2760-1943), vice pres- 
ident and controller of Fruehauf Trailer Com- 
pany, Detroit, was recently elected a direc- 
tor of Nordon Laboratories Corporation. 

Thornton F. Bradshaw elected to partnership of 
Cresap, McCormick & Paget, New York. .. . 
Charles J. Alexander named executive vice presi- 
dent of Crown Woolen Mills Corp., New York. 

. Lewis J. Ross elected treasurer and James 
P. Schellinger elected secretary of Delaware 
Fund, Philadelphia. 





Obituary 





RupErRT H. ENGLEFIELD, 56, plant auditor 
for the Crowell-Collier Publishing Company, 
Springfield, Ohio, died on January 24, 1954 
following an illness of several months. 

A native of London, England, Mr. Englefield 
came to the United States in 1921 and became 
affiliated with Crowell-Collier in 1924. He 
held membership certificate #5237-1951 in Con- 
trollers Institute of America. 


ForREST G. PADDOCK, retired assistant comp- 
troller of the First National Bank of Chicago, 
died on February 5, 1954 at the age of 61. Mr. 
Paddock, who retired from the bank on June 
30, 1953, had spent his entire business career 
in banking since his graduation from the Uni- 
versity of Wisconsin. For several years he was 
the chairman of the Tax Committee of the 
National Association of Bank Auditors and 
Comptrollers. He was a member of Controllers 
Institute holding certificate #3006 from 1944 
to 1953. 


(Worp HAs JusT BEEN RECEIVED) 
FRANK O. WILLIAMS (#2587-1943), former 
secretary and treasurer of The H. A. Wilson 
Company, Newark, N. J. on November 7, 1953. 











CONTROLLER 


A multi-plant manufacturing com- 
pany with sales in excess of 
$30,000,000 seeks an experienced 
controller to direct its accounting 
and financial operations. 


$20,000 
State current position, compensa- 
tion, age, education, and home 
address. 
Reply held in confidence 
Box D2108 
THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 




















Provides the last 
word in property 


control... 


@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 


property control. 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 





























*OPPORTUNITIES* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 


HELP WANTED 





SYSTEMS AND PROCEDURES MAN 


Responsibility for execution of complex proce- 
dures assignments in all phases of large Midwest 
paper manufacturing and converting concern. 
Five or more years heavy systems and procedures 
experience in large multiplant manufacturing 
operations required. Accounting and/or engi- 
neering training preferred. Age 30-40. Salary 
open. Submit complete resume to Placement 
Manager, Marathon Corporation, Menasha, Wis- 
consin. 


SYSTEMS AND METHODS MANAGER 


Good concern seeks department manager for ac- 
counting systems and methods. $12,000 to 
$15,000. Box 2107. 





SITUATIONS WANTED 





CONTROLLER-TREASURER 
CPA and controller of metal products multi- 
plant company. Age 48. Salary $12,000. 
Twenty years’ industrial experience. Box 2093. 


EXECUTIVE 
ACCOUNTING AND FINANCIAL 
Presently controller of multi-plant corpora- 
tion. CPA. Prefer West Coast or Rocky Moun- 

tain area. Box 2094. 


EXECUTIVE ACCOUNTANT 


Controller or treasurer; CPA, BBA, member 
NACA, offers proven accomplishment record 
emphasizing costs and management planning 
at top administrative level, in public and 
private industry. Salary $12,000 to $15,000. 
Box 2100. 


EXECUTIVE ACCOUNTANT 
Change of ownership makes available ex- 
ecutive accountant experienced in accounting, 
cost, budgets, systems and procedures, ad- 
ministration, multi-plant operations, etc. CPA, 
age 49. Write Box 2102. 


FINANCIAL ANALYST 


Recent experience in production planning and 


organizing program to improve procedures. Also | 
experienced in economic forcasting and in re- | 
search (production economics). Wharton B.S., | 
Accounting Major; University of Chicago, near | 


Ph.D., Economics. Age 31. Box 2104. 


ASSISTANT CONTROLLER 
OFFICE MANAGER or 
CREDIT MANAGER 


Married, 28, excellent background of 10 years | 


diversified experience, all phases accounting, 
credits, collections, finances-factor handling 
from inception. College background. Top ref- 


erences. Desires position under top executive. | 


Earnings—$115.00 up. Box 2105. 





Common Trust Funds (Continued from page 117) 


The administrative economies to the 
fiduciary, flowing from a common trust 
fund, are great and this, of course, is to 
the ultimate advantage of the trust bene- 
ficiaries. 

In an article in the September 1951 
Trusts and Estates, a cost study by a lead- 
ing bank which had a common trust fund 
of about $25 million showed that the sav- 
ings realized in the three major functions 
—Administration, Operations and Invest- 
ments—tesulted in actual savings aggre- 
gating $54,000 a year or $52 per participat- 
ing trust account. When you consider the 
relatively low fees per account that the 
trustee receives, $52 per account is a lot 
of money. 

We recently completed a cost study of 
our department at Shawmut and, as a re- 
sult, we are probably going to increase all 
our fees for Trust Department services. 
Our costs for operating a trust which par- 
ticipates in our common fund are so much 
lower that we will have lower minimum 
charges which may run as much as one- 
half those for separately invested trusts. 
In addition, the formula for calculating 
our charges on common trust fund ac- 
counts will probably be materially under 
the one used for separately invested trusts. 
Even with a lower charge, we will prob- 
ably make more or lose less on common 
trust accounts than on individually in- 
vested trusts. 


CONCLUSIONS 


Following are some of my personal con- 
clusions based on our experience with a 
common trust fund: 

1. Common trust funds are here to 
stay. They are not a gadget but a valuable 
tool in the administration of trust busi- 
ness. They provide a more efficient in- 
vestment medium for smaller trusts and 
they reduce costs. 

2. The operating procedures, which 
may sound involved at first, are not diffi- 
cult. They become just as routine as any 
other Trust Department details. 


SITUATIONS WANTED (Continued) 


3. A common trust fund is probably 
not a tremendous business builder but it 
enables a bank to handle the small and 
medium-sized trusts on a better and less 
expensive basis. There will be a moderate 
amount of new business as a result of a 
common fund but you can’t build a prof- 
itable trust department on common trust 
business alone. 

4. Any bank, planning to start a com- 
mon fund, should consider well the in- 
vestment factor. You must have the facil- 
ities to do a good investment job for you 
live in a goldfish bowl. 

5. One of the most frequent questions 
asked by banks considering a common 
fund is “‘Isn’t the market too high to start 
a fund now?” I don’t really think it makes 
very much difference. To the extent that 
a fund is being started with new money, 
you would have the problem of putting it 
to work at today’s market in any event. 

After a fund is established, there is a 
tendency for new money to flow in so that 
average prices on securities bought by the 
fund will probably be obtained. There is 
one point worth noting here, and that is 
the question of transferring the older, 
separately invested trusts to a common 
fund. The process may involve a taxable 
gain on securities in the trust and we 
should look carefully at the situation to be 
certain that the tax, thus incurred, is 
worth paying. 

6. Finally, the advantages of the com- 
mon trust fund are encouraging many 
people to set up living trusts as the basis 
for their over-all estate plans. The trust 
can be established in a relatively small 
way and the estate plan can be arranged 
in such a manner that the proceeds of in- 
surance policies on the donor's life arid the 
residue of the probate estate can even- 
tually be added to the trust for the bene- 
fit of the donor's family. This type of 
arrangement has a number of definite ad- 
vantages to the beneficiaries and, of 
course, because of the common trust fund, 
good results can be achieved at a reason- 
able cost. 


Sas 


MISCELLANEOUS 





CONTROLLER 
or ASSISTANT CONTROLLER 
Boston Area 


Massachusetts CPA, age 30, college degree (ac- 
counting), seven years varied auditing expe- 
rience with national CPA firm. Heavy manu- 
facturing background, taxes, SEC _ reports, 
systems (IBM), budgetary control, costs, in- 
ternal auditing. Presently employed as head in- 
ternal auditor of large organization. Will be 
a valuable asset to financial management. Salary 
$7800. Box 2106. 


BE YOUR OWN JOB BROKER 


Personnel director (advertising background) 
who has specialized in focusing salient points 
in work histories to key executives, will analyze 
and rewrite your work history. Will also supply 
you with list of executives and firms in similar 
fields and in areas you select. Individually writ- 
ten introductory letters may also be had for 
your signature and mailing. For details, write 
F. W. MacPhail, 6458 N. Magnolia Avenue, 
Chicago 26, Illinois. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 


_ 
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In 1947 the chief U. S. delegate to the 
United Nations asked of his fellow 
delegates: 

"Where will we find a place where rail- 
roads and wonderful highways and a 
great river all come together to bear the 
burden of humanity and of goods and 
of communications .. .?” 


That place for the United Na- 
tions’ headquarters was found 


in New York. 


No city is more truly a meeting 
place for exchanging the goods 
of the world. Through the Port 
of New York flows about half 
of the $25 billion or more in 
cargoes that makes up America’s 
foreign trade. Out go machine 
tools and farm implements... 
flour and fertilizer... bulldozers 


and bicycles... shoes and steel 
and petroleum and a thousand 
other items. 


In come olives from Greece, 
woolens from Britain, cameras 
from Germany, cheeses from 
Switzerland, and many other 
products from many other coun- 
tries—making overseas trade 
truly a two-way street. 


The Chase knows this story of 
two-way trade; has helped to 
write many a chapter. In Greater 
New York alone, you'll find 29 
Chase offices engaged in financ- 
ing overseas trade... one in the 
very shadow of the U. N. Sec- 
retariat Building. Within the 
United States, the Chase has the 
largest correspondent system 


of any American bank. Abroad 
you'll find Chase branches and 
representatives’ offices in Eu- 
rope, Latin America, the Far 
East—and in market places 
around the globe Chase main- 
tains close working relation- 
ships with leading banks. 

If you have a foreign trade prob- 


lem, why don’t you talk to the 
people at Chase? 


THE 


Chase 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 





The 
Accountants 


& Auditors 
Agency 


9 East 46th Street 
New York 17, N.Y. 
PLaza 1-0520 


The 

Employment Agency 
Exclusively For 
Accounting 
Personnel 


Controllers 
Treasurers 
Certified Public Accountants 
Chief Accountants 
Senior Accountants 
Junior Accountants 
Cost Accountants 
Internal Auditors 
Tax Accountants 
Budget Directors 
Field Auditors 
Systems Men 
Payroll Auditors 
Accounting Clerks 





